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Corporate Profile 


Tandy Corporation and its principal division, 
Radio Shack, have gained a position as one of 
the world’s leading distributors of technology to 
the individual consumer. 

Tandy/Radio Shack currently distributes 
retail electronics to the world market through 
5,147 company-owned retail stores, plus more 
than 3,000 dealer/franchise outlets. In number 
of outlets, Radio Shack is the largest retail elec- 
tronics chain in the world. Radio Shack stores 
carry a multitude of electronic products including 
antennas, radios, receivers, magnetic tape, 
speakers, turntables, telephones, security 
devices, public address systems, intercoms, 
calculators, electronic and scientific toys, games 
and kits, citizens band radios, scanners and 
electronic parts. 

Tandy/Radio Shack is also a leading distrib- 
utor of microcomputers. The Company offers an 
innovative line of microcomputers, peripherals 
and accessories that serve a wide variety of 
user needs from the home hobbyist to Fortune 


500 companies. Computer sales have shown 
significant growth in both the United States and 
internationally. The retail system for the com- 
puter line includes more than 200 Computer 
Centers and more than 400 company-owned 
stores with expanded computer departments. A 
growing number of dealers/franchisees have 
also realized the potential of this product and are 
becoming proficient saies outlets. A knowledge- 
able service team has been developed for this 
line of equipment. The 53 Radio Shack-U.S. ser- 
vice centers provide service on all products sold 
by Radio Shack, including the TRS-80® line. Jn 
addition, a majority of the Radio Shack Com- 
puter Centers have service facilities. 

The Company's manufacturing capabilities 
are allowing Tandy to capitalize on the latest 
technological opportunities. This captive supply 
source allows quick reactions to changing mar- 
ket conditions. The 28 factories, 24 in the United 
States and 4 foreign plants, provide about 43% 
of the products included in the Radio Shack line. 
Many of the products manufactured by these 
plants, such as the TRS-80 Microcomputer, 
have special features unique to Radio Shack. 











Financial Highlights Net Sales 
Year Ended June 30 1981 1980 % Change - Me a a r] 
Net sales ($000) .....0...00.0.000. 000 eee $1,691,373 $1,384,637 + 22% in TS OB L Bid | 
Net income ($000) .................. 000. $169,602 $112,235 +51% aes nan Ge CI Oi ica os tel ca | — 
Net income per average common share Es , | 
and common share equivalent® ......... $1.65 $1.12 +47% =. 
Return on average stockholders’ equity .... 39.7% 45.7% me | | 
Average common shares and common i 4 
share equivalents outstanding (O00)* .... 102,578 103,644 
Working capital ($000) ................... $505,427 $362,342 | 
CUrtGIt ANG ice axcane Gea eiaueny teasers 3.48 to 1 3.15 to 1 | 
Retail sales outlets ....00.00..0000..0.... 8,161 0715 | 
Stockholders and nominees .............. 32,847 22,220 ; 


“Restated for stock splits. 
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Dear Fellow Stockholders 


Fiscal 1981 net profit up 51% and sales up 22% _—-we 
hardly envisioned such great numbers at the year's 
Start. To our customers and our employees — a hearty 
“thank you.” 

These results evolved from the many opportunities 
our company enjoys. Let's look at these opportunities — 

To expand our store chain, 

To start new store chains, 

To widen our product lines and create new markets, 

To push into new frontiers and 

To utilize our cash flow in innovative ways. 

The opportunity to expand our chain implies not only 
adding new stores and dealers, but increasing sales of our 
existing outlets. The average volume of a company- 
owned Radio Shack-U.S. store (excluding Computer Cen- 
ters) has increased from $165,285 in fiscal 1974 to 
$287,231 in fiscal 1981. Dealers increased their average 
annual purchases from $15,498 in 1974 to $53,812 in 
1981. Technological advances have produced price/ 
performance savings for the electronics consumer and 
thus these sales gains reflect nominal inflationary 
increases. Store expansion, an important growth avenue, 
is discussed by Mr. Keto (page 5) and Mr. Christopher 
(page 6). 


“As we expand into business and 
educational electronics we see the 
prospects of someday being as big in these 
areas as we are in consumer electronics.’ 


The opportunity to start a new chain has been dem- 
onstrated dramatically by our Radio Shack Computer 
Centers, now numbering 160 in the United States plus at 
least 45 outside this country. We've been able to expand 
this chain rapidly and have proven the concept. IBM, 





Xerox, Digital Equipment and Sears have indicated they 
think computer stores are viable. But our toughest com- 
petition in Computer Centers comes from the Computer- 
land franchise group and hundreds of independents. But 
we won't be outdone. We will open more than 100 new 
Radio Shack Computer Centers in the next 12 months. 

The opportunity for widening the product line and for 
creating new markets is a most exciting part of our future. 
More than one-third of fiscal 1981 sales came from prod- 
uct categories that we either didn't have or regarded as 
minor five years ago. Our capability to develop in-house 
such products as the TRS-80 and our telephone line is of 
major importance. Our contact with the ultimate consumer 
and with electronic and semiconductor manufacturers 
worldwide puts us in a unique position of being a conduit 
from laboratory technology to the living room or business 
office. We have had a continual flow of new products that 
helped keep us healthy through recessions, fads and 
inflation, and we expect it to continue and grow. 

The opportunity to push into new frontiers graws 
steadily. As we expand into business and educational 
electronics we see the prospects of someday being as big 
in these areas as we are in consumer electronics. Our 
business product line will grow steadily, and we are 
spending substantial sums for product development in 
the educational area. Another new frantier opened this 
year overseas: Tokyo Electric will manufacture and sell 
TRS-80s on a non-exclusive basis in the Japanese 
market, and most recently we announced plans to forma 
manufacturing company owned jointly with Matra, a 
French company, to strengthen our support and sales in 
the European Common Market. 

The opportunity to utilize cash flow permits opening of 
new stores, remodeling of existing units, building of new 
manufacturing plants, expanding product development 
—and having some left for acquisitions and other growth. 
Last year we purchased Lika, a printed circuit board man- 
ufacturer, which is supplying part of our requirements and 
is continuing to supply the industry. Recently we pur- 


TRS-80® Multi-Pen Plotter features 
automatic six-cotor 
pen selection 








chased from RCA a television antenna operation in North 
Carolina. We probably will purchase some product from 
this plant, but it gives us a vehicle to sell certain of our in- 
house manufactured products through another distribu- 
tion channel. Both of these acquisitions are very closely 
related to our existing business, a criterion of our acqui- 
sition policy. 

There are five major criteria to be addressed by any 
successful company in the microcomputer marketplace: 

Distribution... Price... Performance... 

Solutions/Software .. . Services. 

From the Tandy/Radio Shack viewpoint we believe we 
rate high in all these areas. Our fast-growing chain of 
Computer Centers is strengthening our distribution sys- 
tem. We are a price leader and should be abie to continue 
in this position while maintaining adequate margins. 
Equipment performance continually is being upgraded, 
particularly through new higher performance/lower cost 
peripherals. Solutions/software is being introduced at an 
incredible rate and we believe we have more company- 
supported software than anyone else. Speed, broader 
application and new features are being added to many of 
our widely accepted programs. The Computer Centers 
give us strong capabilities in leasing, training and main- 
tenance with both on-site and carry-in service available. 
Basically we have more to offer our customers than any- 
one else. 

In the various Surveys on the microcomputer industry 
there seems to be a Jot of confusion about market lead- 
ership, primarily because of differences in the composi- 
tion of figures presented. In order to present our computer 
business in terms more comparable to those published for 
the industry, our worldwide shipments from our ware- 


houses must be used. !n fiscal 1981 warehouse ship- 
ments at retail list prices were more than $450 million. In 
the six months ended June 30, they were more than $270 
million. Obviously, a strong upward trend. We feel that we 
are the only full-service microcomputer company and 
therefore we will have a continuing strong market position. 

At the end of the fiscal year, Radio Shack’s longest- 
term employee and president, Lew Kornfeld, retired at age 
65 after 33 years. Lew was particularly well known by 
many of you for his “Flyer-Side Chat” in our Radio Shack 
flyers. Lew and his column will be missed. James West, 
Tandy Corporation vice chairman, retired after 50 years, 
as did Tad Yamagata, president of our A&A Trading 
Company, after 26 years Service. And one of our most val- 
ued senior directors, John B. Collier Jr., died. Each of 
these individuals will be missed. 

As you see below, our titles have changed, but our 
objectives are still the same — to take advantage of the 
great opportunities ahead of us. 


(FEA Ame Sob V kltack 


John V. Roach 


President and Chief Executive Officer 


Phil R. North 


Chairman of the Board 





Electronics Marketing: 
Fine-Tuning to the Times 
By Bernard Appel! 
Executive Vice President — Marketing 
Radio Shack 


The consumer electronics industry and Radio Shack, 
both celebrating our 60th birthday this year, are continuing 
to create and bring to the consuming public a wide range 
of new and improved products that encompass entertain- 
ment, education and practical living. Tne consumer elec- 
tronics industry has been characterized historically as one 
of innovation and improved price/performance. Radio 
Shack’s product line accurately reflects this characterization. 

Our merchandising staff is In constant contact with 
our own research and development staffs and the scores 
of outside vendors who have proven to be technological 
leaders. This enables us to continually introduce products 
that represent the “state-of-the-art” at affordable prices. A 
significant amount of our sales continue to be in merchan- 
dise that was non-existent or of minor importance three to 
five years ago. 


“The ‘Tandy formula’ will be effectively 
used to capitalize on bringing technology 
from the laboratory into the living room, 
and to enhance the quality of life, while 
earning a Satisfactory return on our 
shareholders’ investment?’ 
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Operations Perspectives 


The constant review of gross margins is the corner- 
stone of our product selection and pricing process. We are 
continuing to improve gross margins by additional 
self-manufacturing, use of the latest technologies and 
our ability to order in quantities commensurate with effi- 
cient production techniques. Our commitments to quality 
and customer service continue to be a high priority, since 
we realize that these are essential ingredients of our 
SUCCESS. 

A strong “product-oriented” advertising program 
is constantly being fine-tuned for today’s market. We are 
continuing our basic philosophy that all of our advertising 
be geared to bringing customers into our local Radio 
Shack retail stores and dealers to buy or inquire about a 
specific product. Constant communications are being 
maintained between merchandising, advertising, and our 
retail outlets to provide our customers with complete 
product information. 

Our educational and special marketing groups are 
making great strides in exploring emerging new sales 
opportunities in order to maintain our leadership position 
in microcomputers. Our educational group ts aggressively 
pursuing the sales of computers and the development of 
a full range of computer instructional material for all levels 
of education. The educational community has welcomed 
our efforts since it is very much aware of the role of micro- 
computers in our present and future way of life. Our spe- 
cial marketing group is effectively Supporting large 
quantity computer users and “Fortune 500” accounts 
who are now purchasing at our retail stores. This special 
marketing group is also charged with sales to special 
application/OEM customers. 


‘The consumer electronics industry has 
been characterized historically as one 
of innovation and improved price/ 
performance. Radio Shack’s product line 
accurately reflects this characterization:’ 


Our 60 years of marketing electronics have provided 
us with a solid foundation for continuing our growth. The 
“Tandy formula” will be effectively used to capitalize on 
bringing technology from the laboratory into the living 
room, and to enhance the quality of life, while earning a 
satisfactory return on our shareholders’ investment. 








The Radio Shack Retail Chain 
By Robert Keto 
Executive Vice President— Operations 
Radio Shack 


The Radio Shack retail chain is both the beginning 
and the culminating point for many sophisticated electron- 
ics products. Through our retail sales force we learn what 
the market wants because our customers dictate their 
needs to us. They create the product demand in the mar- 
ketplace, and Radio Shack responds to that demand. Our 
development centers and factories provide us with prod- 
ucts to meet these demands. Finally, our experienced 
retail store personnel close the loop by bringing these 
products — and often new technology — to the 
marketplace. 


‘Rising retail operational costs in such 
areas as rents, utilities and payroll! require 
an even more important drive toward higher 
per-store sales volume and gross margin.’ 


During fiscal 1982 we plan to add approximately 150 
units to our existing U.S. base of company-owned retail 
Stores. These new retail stores will be opened primarily in 
existing markets. Additionally, more than 100 new Radio 
Shack Computer Centers will be placed strategically 
within the 150 top U.S. markets. 


5 


While opening new retail stores has been a Radio 
Shack tradition, the time has come for us to carefully scru- 
tinize existing units as their leases expire. Relocating from 
deteriorating areas and better positioning within viable 
shopping centers will be heavily emphasized. Some 400 
stores will be remodeled in fiscal 1982. Our experience 
indicates that our return on refurbishing investment is fully 
consistent with corporate rate-of-return objectives. 


“Providing customers with product when 
they want it is essential to maintaining 
leadership in the retail electronics field:’ 


Radio Shack endeavors to provide comprehensive 
training programs in order to equip all retail employees 
with the sales and management know-how required by 
today’s competitive electronics marketplace. A field 
supervisory force of more than 200 District Managers, 
Regional Managers, and Regional Computer Marketing 
Managers utilizes the latest in training techniques — many 
exclusive to Radio Shack—in a continuing effort to place 
a qualified electronics sales team in each retail location. 
Invariably, in every survey conducted, our customers tell 
us it’s our store personnel that keep them coming back. A 
network of 170 company Repair Centers and Computer 
Center Repair Departments provides repair capabilities 
as well as technical advice to customers. Field service 
technicians add to the service force another dimension in 
customer support, keeping TRS-80 products operating 
effectively. 

A TRS-80 Computer program has been developed to 
pave the way for retail-to-warehouse computer ordering in 
fiscal 1982. Providing customers with product when they 
want it is essential to maintaining leadership in the retail 
electronics field. 

Rising retail operational costs in such areas as rents, 
utilities and payroll require an even more important drive 
toward higher per-store sales volume and gross margin. 
New products and higher gross margins, coupled with an 
experienced retailing team, should keep Radio Shack well 
ahead of inflation. 


The International Marketplace 
By David Christopher 
Senior Vice President — 
Tandy International Electronics 


Outside of the United States, Tandy Corporation is 
represented by almost 2,000 company-owned stores and 
affiliated dealers. The focal points of our international 
operations will continue to be directed toward Canada, 
Australia, Great Britain, West Germany, France, Belgium, 
Holland and Japan. There are more than 1,800 sales out- 
lets in these countries backed up by full support opera- 
tions. In addition, our international dealer network 
provides representation in 67 other countries through 164 
dealers. This network not only provides the vehicle to 
introduce our exclusive product line to many remote 
areas, it affords valuable insight for potential company 
development of other foreign markets. 

Within each primary international market, emphasis is 
placed on expansion and market development. Following 
the formulas and creating the operating structures proven 
so successful by Radio Shack-U.S. has been the corner- 
stone in developing each country’s operation. Of particu- 
lar importance in the overall development plan for each 
country is the recruitment and training of local citizens to 
fill the majority of the key and top management posts in 
their countries. U.S. personne! dispatched to our foreign 
operations serve on temporary assignment, bringing 
many years of Radio Shack know-how, plus the latest 
hands-on experience and management techniques nec- 
essary in the selling of new sophisticated products. 


The European markets will receive 
particular attention, due in part to the 
exceptional growth being achieved in Great 
Britain and the broad acceptance of our 
TRS-80 computer line overseas. 


Not every facet of the U.S. Radio Shack operation has 
been carried into each foreign operation. For example, the 
Radio Shack name. The Canadian stores use the Radio 
Shack name while the Australian stores operate under the 
name Tandy Electronics and stores in Great Britain and 
Europe use only Tandy. The important key ingredients, 
however, that have set us apart from other businesses in 
the United States are translated as carefully and as com- 
pletely as possible overseas. 

Product lines offered in each country are tailored spe- 
cifically for each individual market; but, fortunately, the 
majority of our U.S. products are acceptable abroad with 
minor or no modification. Our customer profile abroad is 
very similar to that of our U.S. customer, with similar prod- 
uct interests and buying habits. With this general accep- 
tance for major products, our foreign operations are 
afforded a tremendous marketing edge by utilizing Radio 
Shack-U.S. buying power. 





A&A International, a highly specialized trading com- 
pany wholly owned by Tandy Corporation, works closely 
with Radio Shack-U.S. and our international operations. 
With sourcing offices in Japan, Hong Kong, Taiwan and 
Korea, the A&A organization provides the important link 
between various manufacturers and our merchandising 
departments worldwide. Whether it’s locating special 
products needed for foreign markets or searching out new 
products employing the latest technology, A&A plays an 
important role in our international distribution. 

The growth plan for the international operations par- 
allels many of the same plans for Radio Shack-U.S. this 
year. New store openings will be accelerated with a bal- 
ance between full-line company-owned stores, computer 
centers and authorized sales centers. We expect to add 
over 130 company-owned stores and 35 Computer Cen- 
ters to our existing international markets. In addition more 
than 100 dealer/franchise outlets are planned. The Euro- 
pean markets will receive particular attention, due in part 
to the exceptional growth being achieved in Great Britain 
and the broad acceptance of our TRS-80 computer line 
overseas. Both the large French and West German mar- 
kets have a particular appeal for expansion because of 
their size, level of affluence and appetite for consumer 
electronic products. 


The Manufacturing Experience 
By Sy Bogitch 
Senior Vice President-— 
Tandy Electronics Manufacturing 

Tandy Corporation manufactures, in twenty-eight fac- 
tories in five different countries, about half of what it sells 
at retail. To support these factories, we aiso maintain two 
major design centers in Fort Worth and Tokyo. To some 
extent, each factory also has in-plant engineering capa- 
bilities to develop products and to improve manufacturing 
techniques. 


While self-manufacturing has had a positive effect on 
gross margins, there are other important benefits which 
result from our self-manufacturing capabilities. 


The sheer size of the Radio Shack distribution net- 
work often makes it difficult to find suitable suppliers. Self- 
manufacturing reduces our dependence on the vagaries 
of outside suppliers and makes it easier to react quickly to 
changing market conditions. 


The ability to design and manufacture also means 
that we can develop and market products, new and 
unique to Radio Shack. 


Our development centers and factories keep us tn 
close contact with the latest technological developments. 
Our close cooperation with semiconductor manufacturers 
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helps keep us aware of new technological opportunities. 
Frequently, the experience gained with one product leads 
to ideas in other areas. The experience gained in using 
microprocessors in computer products and digital stereo 
receivers led us to develop advanced and novel telephone 
products. 


The manufacturing experience itself makes it easier 
to expand into other areas of manufacturing. When it 
became apparent that the TRS-80 Computer was going to 
be a bigger success than first anticipated, our ability to 
come on stream quickly was in part due to our experience 
in starting and operating earlier factories. 


in our primary role of bringing the fruits of technology 
to our stores, manufacturing has a complex and intimate 
connection with merchandising. We work together to 
develop products and share information to bring the best 
available products to our stores at the most favorable 
prices. But, in many relations with merchandising we find 
ourselves competing for business with outside suppliers. 


“In our primary role of bringing the fruits of 
technology to our stores, manufacturing 
has a complex and intimate connection 
with merchandising:’ 


New product ideas come from merchandising, man- 
ufacturing and its design centers and individuals or groups 
both in and out of the Tandy system. Often, the product is 
defined in a joint effort by merchandising and manufactur- 
ing. Product performance, features, appearance and tar- 
get retail prices are tentatively fixed. Manufacturing draws 
on its knowledge of available technology and manufactur- 
ing techniques. Industrial design groups within the design 
centers contribute to appearance and human engineering 
considerations. 


lf we cannot offer the best possible product at com- 
petitive prices and make adequate profit, merchandising 
will probably buy from outside sources. If merchandising 
decides to buy from self-manufacturing, the sampling and 
quality procedures are the same that our outside vendors 
are required to follow. indeed, our quality assurance 
groups usually expect more from us. The goal is to bring 
to our stores and customers the best possible products at 
the best possible prices. When we manufacture the prod- 
uct ourselves, Our goal is also to make additional! profit for 
our stockholders. 


The vast network of stores that serve our customers 
is a growing, hungry giant that thrives on new products. 
Our factories help bring these products to our stores at 
competitive prices. 
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Radio Shack, Tandy International Electronics and Tandy Efectronics Manufacturing are divisions 


of Tandy Corporation. 





Industry Comments 


An Interview with Bernard ‘“‘Bernie’’ Appel 
Executive Vice President — Marketing 
Radio Shack 


A great deal has been written about 1980 
Q being a bad audio year. What do you feel 
m happened and what trends in audio do you 

see for 1981? 


Many manufacturers of component audio prod- 
A ucts such as receivers, tuners, amplifiers, speak- 
mB ers, record players, headphones and accesso- 
ries reported production up nearly 20%. However, audio 
sales at retail were flat. There was excessive dumping of 
manufacturers’ inventories that resulted in heavy discount- 
ing at the retail level. We were able to maintain our gross 
margins in spite of the profit erosion that most audio retail- 
ers sustained. Hopefully, manufacturers’ inventories have 
leveled off and severe discounting will cease. This would 
allow audio dealers to improve their profitability. 


“The most significant news in audio is 
the fact that we are on the verge of a 
breakthrough in digital recording and 
reproduction technology that can be 

applied to records and tapes.” 


There have not been any significant technological 
changes in audio this year. The trend toward digital- 
synthesized tuning with microprocessor control and mem- 
ory in receivers and tuners is continuing, with this type 
receiver accounting for about 20% of the market. We'll see 
more digital readouts incorporating LED or fluorescent 
power and tuning meters in future audio equipment. The 
consumer does appear to like these changes that incor- 
porate styling as well as technology. The “high power race” 
of past years is declining; the most popular receivers 
today are in the 30-50 watt per channel category. Minia- 


Three of a growing line of new Realistic portable audio products 
shown are: 


Stereo Mate~ personal stereo cassetie player 


Minisette®-11 stereo cassette record/play deck with dual condenser 
mikes 


Micro-Minisette pocket recorder 





ture components, as expected, have not made any signif- 
icant market impact. High power tuners and amplifiers 
continue to be the limited domain of the audiophile. 

Hi-fi speakers are offering more sound per dollar than 
ever before through technological improvements in 
speaker elements. The record player industry has gone 
through a transition. High-end automatic changers are a 
thing of the past. More than 50% of consumer purchases 
are now single play turntables. Direct-drive turntables are 
continuing to drop in price. Straight tonearms are becom- 
ing more popular. Linear tracking is interesting, but too 
expensive for the average audio buyer today. 

The audio accessory area remains active. Equalizers 
are selling very well and there appears to be a 
significant amount of interest in time delay units, 
expanders and the like. Headphones represent the key 
accessory area, and we're currently seeing a definite shift 
from the buiky closed types to the newer lightweight 
models. 

“Rack systems” are becoming increasingly popular. 
They consist of a receiver or tuner and amplifier sold in a 
wooden enclosure with a record player and/or tape deck 
and possibly an equalizer. These systems have a 
matched “audio” look; however, they are not conducive to 
true component buying since the consumer loses much of 
the ability to personalize and upgrade the system. The 
sale of low-priced compact music systems — combining 
receiver, turntable, and deck with a pair of speakers—has 
slowed down. Consoles are a thing of the past. 

The most significant news in audio is the fact that we 
are on the verge of a breakthrough in digital recording and 
reproduction technology that can be applied to records 
and tapes. This will produce a far superior record than has 
been produced in the past. Digital turntables have been 
shown in prototype form but it will be two to three years 
before we see much, if any, product. 

in the meantime, CBS Laboratories has developed 
the CX system, a noise reduction system for records. It's 
currently being checked out by hardware and software 
manufacturers and some initial reports claim that the 
sound quality is as good as that produced by the digital 
audio disc. The CX decoder is relatively inexpensive and 
this may push the digital audio disc farther off into the 
future. 


What about the new “portable audio” that’s 


Q m sweeping the country? 


Portable audio started with AM/FM/cassette 

A radios and quickly spread to the hand-carried 

w AM/FM stereo cassette “boom boxes” that are 

still selling very well. A new dimension of stereo listening 

has been added — a miniature stereo cassette player or 

an AM/FM stereo radio that plays through ultra-lightweight 

stereo headphones. This concept was an instant success 
and many manufacturers are getting into the act. 
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Q Are audio tape recording equipment sales 
m still growing? 


Cassette deck sales are showing strong growth. 
A Open reel is very limited, and 8-track is dropping 

mw rapidly. Metal particle tape, a new higher output 
tape, is now available on nearly all cassette decks and 
appears to be boosting sales. Solenoid-controlled cas- 
sette decks are dropping tn cost and are readily available 
at popular prices. We'll see a major breakthrough in noise 
reduction systems with “Dolby C” as soon as a single chip 
is developed incorporating it with the current Dolby B 
(TM Dolby Laboratories, Inc.}. An interesting sideline of 


stereo recording is the popularity of one-piece stereo 
microphones. 


You’ve commented about stereo in the home 
Q and in portable form. What is happening in 
gw ‘Highway Hi-Fi’ —car stereo? 
Car radio sales declined sharply last year; how- 
A ever, FM/AM/cassette car players rose dramati- 
mw cally. Stereo in the automobile is an extension of 
home listening and now represents a major growth area. 
Q Radio is over 60 years old. Is anything new 
a happening? 
Radios are a continually developing and inter- 
A esting area. TV/shortwave/aircraft/police multi- 
m band radios provide interesting listening. 
Weather radios are more popular than ever. LCD clocks 
are showing up in portables, and there have been exciting 
“battery back-up” changes in clock radios. Programmable 
microprocessor scanners are becoming more affordable 


and provide wonderful listening experiences. Innovation 
has been the key to the continuing success of radios. 


Q w How about citizens band radio? 
lil never forget the boom days of the mid-70s 
A when about 10-12 million sets were sold in a sin- 

m gle year. The market has been in a downward 
slide, but now appears to be leveling off at about 1% mil- 
lion units a year, primarily AM mobile. Primary use is in 
emergency aid through the nationwide Highway Emer- 
gency Location Plan (HELP). The CB enthusiast is stiil 
engaging in chit-chat and represents an excellent source 
of information to traveiers. 


Q What’s the term ‘‘personal electronics”’ all 
m about? 








This loosely refers to the wide array of products 
A that resulted from advances in integrated circuit 
a technology. This same IC technology continues 
to lower costs and makes electronics more affordable. 
Calculators are rising to the occasion of the con- 
sumers’ needs with a wide range of new, lower-cost prod- 
ucts, including scientific, programmable desktops and a 
variety of pocket models. The growth here can also be 
seen in portable thinking machines that talk and teach. 
Electronic clocks and watches incorporating digital 
LCD and LED technology have made significant market- 
ing inroads. Talking clocks fascinate the consumer. Elec- 
tronic timers, automotive clocks and stopwatches are all 
appearing on the retail scene with excellent consumer 
acceptance. 


Electronic games and toys have brought an outstand- 
ing level of entertainment to adults and children alike. 
Industry figures claim that more electronic games will be 
sold this year than last year, and at more affordable prices. 
second and third generation hand-held games are more 
exciting than ever. Radio-controlled products from $10 to 
$60 are showing exciting growth. 


The public is becoming more aware of the 
FCC decision allowing them to own and 


Q. hook up their own telephones and equip- 
ment. What does the retail market look like? 


There’s been a boom in sales of telephones and 
A related equipment this year. By March 1982, all 
w telephone companies must detail equipment 


rental costs on their customers’ monthly bills; this will fur- 
ther increase the opportunity for retailers to sell more stan- 
dard telephones, cordless phones, dialers, amplifiers and 
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telephone answering devices. As consumer awareness of 
the legality and benefits of owning their own equipment 
increases, sales will increase. 


Q Has the consumer accepted home security 
@ ona do-it-yourself basis? 
They're beginning to. Smoke alarms started it all 
A a few years ago. The consumer is now looking 
m at wired and wireless perimeter systems, motion 
detectors, low cost door and window devices, program- 
mable timers and a host of other devices. The growth will 
depend on the consumer becoming more aware that do-it- 
yourself protection is low cost and sensible. 


area, recognizing that Radio Shack is not a 


Would you care to comment on the video 
Q. factor? 


Video equipment is certainly selling well. Color 
A TV sales are good, video cassette sales are 

mw showing strong growth, the video disc is coming 
onto the market, projection TV is attracting most major TV 
manufacturers and monochrome TV is finding a niche for 
itself. The audio dealer may fali into a profit trap by becom- 
ing an audio/video dealer. Profit margins are low, inven- 
tory requirements are high, floor space requirements are 
large, and the continual rapid introduction of new 
improved models can present an inventory obsolescence 
problem. in the case of the video cassette, the key acces- 
sory — blank tape — is being heavily discounted. There 
will be a future marriage of audio and video; however, it 
must be done cautiously by dealers not currently selling 
the basic 19” and 25" color sets. 
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Q You mentioned video disc. Would you com- 
= ment on its merits? 

The video disc is a play-only system in contrast 

A to the video cassette recorder. Its place in the 

m market may be as a video record player. Not all 

people want to record; many are satisfied with a low cost 

entertainment system like that which video discs can pro- 


vide. Video disc software is substantially less expensive 
than pre-recorded video cassettes. 


Three video disc systems have been announced. The 
optical LV (laser-vision) system, which | understand has 
had software problems, and the CED (capacitance elec- 
tronic disc) system are currently on the market. The third 
format, the capacitance VHD (video high density) system, 
was due for introduction jate this year; however, it has 
been delayed. The CED system, pioneered by RCA, 
seems to have the best distribution and software 
availability. 


How about all the smal! screen TVs we’ve 


Q m heard about? 


Screens from 3” to 9” are what we might call 

“personal” TVs. They're now becoming avail- 

m abie in color as well as black and white. These 

sets are not necessarily sold by the traditional TV dealers 
and are finding a sales outlet in specialty retailers. 


Do you see a future for the video game 


Q m= market? 


Programmable TV games are being manufac- 

tured by very few companies. They're fun and 

m have made a strong impact on the market. For 

the long term, I'd look to the home computer to obsolete 

the game machines. These computers will not only play 

game cartridges, but also have the ability to be pro- 
grammed for educational and personal use in the home. 


Part of our extensive line of Realistic stereo equipment. Items shown 
left to right: 

LAB-395 direct drive turntable 

STA-2290 digital-synthesized receiver 

STA-111 digital-synthesized, low-profile receiver 

STA-2300 high-power receiver 

Optimus® T-110 speakers 

Realistic® 5-band graphic equalizer 

SCT-32 three-head, solencid-operated cassette deck 
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Not video, but certainly related, what is your 
opinion on a Satellite earth station for con- 


Q mw sumer use? 
A. 


It’s premature to consider this for popular home 

use. The size of the dish, cost, installation and 

orientation are problems that the mass market 
could not cape with; however, it is certainly worth keeping 
an eye on. 


year? 


The machines designed for small businesses 
have made their way into Fortune 500 compa- 
nies serving wide varieties of needs. We see a 
broad market for microcomputers that requires an equally 
broad, well-supported product line. However, it is not an 
easy marketplace. | view the microcomputer as a problem- 
solving machine. The software is the key item. It provides 
the solution, not the hardware. The professional markets 
— doctors, lawyers, engineers — are expanding dramati- 
cally as market-specific software is developed. The edu- 
cational market is also growing very rapidly. 
Many consumer industry leaders (Atari, Tl, Mattel) 
have been forced to reduce their prices, ar in some cases 
have not been able to come to market with the product. 


As a leading retailer of microcomputers, 

Q what changes have you seen in the last 
a 
A. 


TRS-80 32K Color Computer with new disk-drive expansion and Line 
Printer VII. 





How do you see the effect of ithe new entries 


Q in the market by such as |.B.M., Xerox and 
m the Japanese? 


The entry of 1.B.M. and Xerox into the under- 
A $10,000 computer market wiil be beneficial to 
m the industry, but obviously will intensify competi- 
tion. The use of the microcomputer in both large and small 
businesses is still very limited tn penetration. These large 
competitors will help increase public awareness of the util- 
ity of the microcomputer, resulting in a rapid expansion of 
the market, which will be to our benefit. Therefore, | think 
the competition will still be fought along marketing, distri- 
bution and support lines, as has been the case so far. 
The Japanese have not made a significant entry in the 
United States yet. The time is rapidly passing when they 
could hope to achieve major market share in the business 
segment. However, they have done well in the electro- 


mechanical peripherals area where they are the dominant 
supplier of low-priced printers. 


“Excitement, innovation, constant change 
and superb consumer values are the future 
of the industry.’ 


Q Do you see the home computer market devel- 
a 


oping in the near future? 
A. 


The home market is evolving slowly as educa- 
tional, vocational and home information (video- 
tex) services continue to increase the utility of 
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home computers. It will be several years before the home 
market reaches the true mass market — 1,000,000 piece 
per year threshold. 


logical advances or regulatory questions 


Would you care to comment on any techno- 
Q. that may impact the industry in the near 


future? 
AM stereo remains a dilemma. The FCC is still 
A considering several systems, and the real ques- 

w tion of whether or not the consumer wants or 
needs the product has never been resolved. 

TV stereo is being studied by the electronics industry. 
Someday, not soon, it may become a reality. 

Cordless telephone frequencies are being discussed 
in Washington. We hope that any new frequency alloca- 
tions will be for the purpose of eliminating interference 
from other services and improving the quality of perfor- 
mance while maintaining consumer-affordable prices. 

Cellular mobile telephone is apparently nearing final 
FCC approval. This should dramatically increase the num- 
ber of mobile telephones, but it is not clear yet whether or 
not it will ever become a true consumer product. 

Pocket pagers, a potential consumer item, may go 
nationwide if the FCC approves the proposed nationwide 
channels. 
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Videotex hopefully will be encouraged to develop by 
the adoption of specific protocols of transmission. Some 
proposed protocols, such as the AT&T standard, utilize 
technology not readily available in the marketplace. We 
continue to believe that videotex systems must be low 
cost to be practical. 


What about the AT&T anti-trust suit and 


Q = pending legislation? 


Obviously AT&T is trying to attain freedom to 

enter virtually all communication- and computer- 

m related businesses. We believe in fair competi- 

tion and the vitality of these industries. Therefore, the 

government should ensure that the customers of a 

regulated utility do not in any way subsidize — financially 

or through R&D or common manufacturing — a non- 

regulated business. It seems that divestiture or other 
meaningful separation is the most equitable solution. 


Q What do you see as the future of consumer 
a 
Excitement, innovation, constant change and 
superb consumer values are the future of the 


electronics? 
A m industry. The industry has and will continue to be 
a major contributor to the lifestyle of the American public. 


Realistic CED-1 video disc player features full-function remote 
control. 
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Financial Performance, Goals and Objectives 


In the fiscal 1977 annual report the management of 
Tandy Corporation first addressed some of its philoso- 
phies regarding investing in assets, measuring how 
efficiently a company employs its assets, financing the 
acquisition and carrying of those assets, and our attitudes 
about shareholder returns. The investment equation was 
introduced and explained in that report. Each year since 


then the trends in each of the components of the equation 
have been discussed. However, in light of Tandy’s rising 
cash flow as discussed in the financtal section, it is appro- 
priate that we also discuss our philosophic approach to 
the various components of the investment equation and 
the other financial principles which will quide us as we 
reinvest this rising cash flow. 





Asset Return 
Turnover x On Sales = 
Sales Net Income _ 
June 30 —- Avg. Assets Sales 7 
1973 1.34 Xx 4.4% = 
1974 1.47 4 3.6 = 
1975 171 x 5.1 = 
1976 2.04 x 8.7 = 
1977 2.16 Xx 7.3 = 
1978 2.06 x 6.2 = 
1979 2.09 Xx 6.9 = 
1980 240) x 8.1 = 
1981 2.06 xX 10.0 = 


Return Financial Return 
On Assets X Leverage = On Equity 
Net {ncome Avg. Assets 7 Net Income 
Avg. Assets Avg. Equity > Avg. Equity 

5.9% xX 2.06 = 12.1% 
5.3 x 2.41 = 12.8 
8.7 xX 2.53 = 22.0 

77 x 2.18 =e 38.7 

15.7 x 2.37 = of.2 

12.8 x 3.39 = 43.6 

14.3 x 3.35 = 47.9 

17.0 x 2.69 = AS 7 

20.6 x 1.93 = 39.7 





Asset turnover (sometimes called operating lever- 
age} is the ratio of sales per dollar of assets employed dur- 
ing the year. Inventory is Tandy’s largest single operating 
asset, accounting for more than half of total assets. The 
majority of our other asset investments have been made 
to enhance the return on our inventory investment. We are 
willing to accept lower asset turnover for a higher gross 
margin. Our continuing investment in self-manutacturing 
and vertical integration is indicative of this approach. 
Future investments and/or acquisitions which increase 
technological manufacturing integration are and will con- 
tinue to be a high priority, even though such investment 
may temporarily impede asset turnover. Despite this 
investment bias, Tandy has been able to generate more 
than two dollars of sales for every dollar of assets every 
year since fiscal 1976. 


Return on sales (or net profit margin) is the percent- 
age of profit earned on sales. From a management 
perspective it is tmportant to break down this component 
further between the operating profit margin and the financ- 
ing margin so that the impact of changes in financial lever- 
age can be quantified. On the operating side, we believe 
the gross margin level is the biggest factor in determining 
the net profit margin. Operating expenses (payroll, adver- 
tising, rent, etc.) can only be controlled to a certain degree 
before sales are impacted. Or as the late Mr. Tandy used 
to say, “If you don’t have it (gross margin) going in, you 
won't have it (profits) coming out, and volume will not 
solve your problem.’ 


Tandy management considers gross margin improve- 
ment an annual goal. As the gross profit discussion in our 
financial review indicates, we have had continuing suc- 
cess in this area. As a result, net return on sales rose to 
10% in fiscal 1981, a new record. 


“Tandy management believes the 
shareholders are the only investment 
constituency to be addressed’ 


Return on Assets 
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Return on assets, the percentage of net profits 
earned on assets employed, exceeded 20% for the first 
time in fiscal 1981. Since cash is considered a temporary 
investment and can distort tne underlying asset return 
trend as seasonal cash balances change, management 
also addresses the more narrowly defined return on non- 
cash assets. Return on average non-cash assets in fiscal 
1981 was 23.4% after tax, up from 18.3% in 1980 and 
15.3% in 1979. Although new investments or acquisitions 
rarely have such returns initially, itis management's inten- 
tion to reinvest Tandy’s capital in those projects or areas 
which have a clear prospect of generating high rea/ rates 
of return (above inflation) within a foreseeable timeframe. 


Financial Leverage 
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Financial leverage is the ratio of a company's asset 
base to its equity investment. We believe the financial 
structure of a corporation is dynamic and a variable to be 
managed, just as assets are to be managed, to achieve 
both a desired rate of return and form of return, i.e. capital 
gains for the shareholder. The judicious use of financial 
leverage within levels of prudent risk is desirable in prin- 
ciple, because it can raise the return on stockholders’ 
equity. Two factors must be considered in determining the 
level of financial leverage to be utilized in any given period 
— the cost of borrowing funds and the cash flow gener- 
ating capabilities of the company. We believe the rate of 
cash flow, rather than the strength of the balance sheet 
(amount of assets), determines the level of financial lever- 
age that should be employed. For exampie, the higher the 
cash flow, the greater the ability to employ leverage. In 
tact, we believe cash flow determines the fundable, i.e. 
self-generating, growth rate of a company and we conduct 
our business accordingly. Nevertheless, because of the 
rise in interest rates Tandy has been reducing financial 
leverage since fiscal 1978. In fiscal 1981 the ratio dropped 
below two-to-one for the first time since 1972. 

Financial leverage can be raised by increasing bor- 
rowing, repurchasing stock or a combination of the two 
(substituting debt for equity). Tandy has used all these 
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methods in the past and will do so again when conditions 
warrant and the opportunity presents itself. 


Return on equity is net income earned expressed 
as a percentage return on the stockholders’ investment. 
This is the ultimate measure of the profitability of a share- 
holder's investment. Tandy management believes the 
shareholders are the only investment constituency to be 
addressed. The officers, directors and employees of 
Tandy make up the largest group of shareholders so we 
are working for ourselves as well as all shareholders. 
Management is committed to earning a superior return on 
the shareholders’ investment. Tandy’s after-tax return on 
equity in fiscal 1981 of 39.7% was the highest of any major 
electronics company or retailer for the sixth consecutive 
year. The management of the other components of the 
investment equation are always addressed within the 
framework of the impact of return on equity. 


Return on Equity 


























1977 1978 1979 1980 1981 


The above discussion Should not be considered a set 
of rigid guidelines, but rather a loose and flexible financial 
framework for how we conduct our business and how we 
will approach reinvestment opportunities in the future. In 
summary, the concluding paragraph from our 1977 finan- 
cial philosophy discussion would appear to be as timely 
today as then. 


“Tandy management does not view itself as 
merely custodians of our shareholders’ invest- 
ment in the typical sense. We are an aggressive 
growth company, and we feel our shareholders 
want us to attempt to maximize the long-term 
return on their investment, consistent with 
prudent risk. We remain convinced that our long- 
term approach both in the conduct of our 
merchandising operations and in our financial 
planning will yield the greatest benefits.’ 
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Review of Operations and Financial Information 


Consolidated Statements of Income 
Tandy Corporation and Subsidiaries 
{In thousands, except per share armounts) 
(Per share amounts restated for two-for-one stock splits in May 1981, December 1980, June 1978 and December 1975) 








1981 1980 

NEU Sales... cc cies de ae eye ek Sie bie OS ee Gant he He Ne cea ae RE ain rk $1,691,373 $1,384,637 
GST ICONS 0b d2 oad kes wed Poel Bea St iced fiom HAE bet ddadvhond ¥ Od ded ee ak ded 15,697 11,360 
Costs and expenses: 
Cost of products SOld 2c. cc. cca eee cw cue ee nveeeew sb aben sbi eer ed ea eebreeneenes 701,777 594 841 
Selling, general and administrative, net of amounts allocated 

to spun-off operations in fiscal 1976 and prior .. 2... ce 645,934 546,325 
Depreciation and amortization 2.000. ce teenies 23,288 19,110 
Interest expense, net of interest income and interest allocated 

to spun-off operations in fiscal 1976 and prior .......0.. 00.0. 0.002.0000 0.0000 15,454 25,063 
income from continuing operations before income taxes ..................... 320,617 210,658 
Provision TOF INCOM TAK GS: <43.cu dveten ceeiwne } sakd wie ayia s «Eh bleta bee Sawa Vass 151,015 98,423 
Income from continuing operationS ....0 2.0000. eee 169,602 112,235 
Lass from discontinued operations, net of income taxes ..........,.......0...0.0.. — — 
Net income of Tandy Corporation before income from operations spun off ..... 169,602 112,235 
Income from operations spun off, net of income taxes ...........0.0..00..00.0.000.. = — 

Netincome .....0000 000 ecb n ete eens $ 169,602 $ 112,235 
Income (loss) per average common share and common share equivalent: 
COmMning ODeralONe: aatesannad cute Sane nee aa ee ete ba eee ouieeded enti t $1.65 $1.12 
DISCONUMUCC ODCISIIONS: «22 c.5 244 de044 ed bat nd Game bung Weed Wiad wens Ad ted 4A — — 
SOUN-CIODEIaUONS: 42.054400%44 iden 44 ned bb een sha toddbekaatend goad cine deed — — 
METINGOMEG: 2 scat etannctacde a bie ae kaw sed Seedy a eeney een aoe SS dard eae $1.65 $1.12 

Average common shares and common share equivalents outstanding ............. 102,578 103,644 
The Review of Operations and Financial Information, pages 16 to 44, s an integral part of these statements. 
Report of Independent Accountants D as 


To the Board of Directors 


Jaterhouse “7. 70. 
and Stockholders of Tandy Corporation 


1600 TWO TANDY CENTER 
FORT WORTH, TEXAS 
In our Opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, of 
stockholders’ equity and of changes in financial position appearing on pages 16 to 44 present fairly the financial position 
of Tandy Corporation and its subsidiaries at June 30, 1981 and 1980, and the results of their operations and the changes 
in their financial position for each of the three years in the period ended June 30, 1981, in conformity with generally 
accepted accounting principles consistently applied. Our examinations of these statements were made in accordance 
with generally accepted auditing standards and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. Also, in our opinion, the consolidated statements 
of income and of changes in financial position for the six years ended June 30, 1978, which have been prepared from the 
applicable statements covered by our opinions in each of those years, present fairly the financial information included 


- Fruce Webarhone ¢Le 


August 72, 1981 Price Waterhouse & Co. 





Year Ended June 30, 
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1979 1978 1977 1976 1975 1974 1973 
$1,215,483 $1,059,324 $949,267 $741,722 $528,286 $411,241 $313,758 
11,403 5,629 3,763 2,649 3,963 2,153 1,864 
1,226,886 1,064,953 953,030 744,371 _ 532,249 413,394 315,622 
535,549 491,509 434,031 331,400 249,006 198,067 158,050 
484,249 403,173 350,878 270,308 204,107 158,792 119,240 
17121 13,879 11,140 8,034 7,392 5,461 4,161 
28,466 30,260 15,192 7,282 14,044 8,544 4,274 
1,065,385 938,821 811,241 617,024 474,549 370,864 285,725 
161,501 126,132 141,789 127,347 57,700 42,530 29,897 
78,272 59,986 69,970 63,066 29,078 20,669 14,232 
83,229 66,146 71,819 64,281 28,622 21,861 15,665 
ae = (2,777) = (1,820) (7,072) (1,944) 
83,229 66,146 69,042 64,281 26,802 14,789 13,721 
= ess ss 3,243 7,794 5,657 5,632 
$ 83,229 $ 66,146 $ 69,042 $ 67,524 $ 34,596 $ 20,446 $ 19,353 
$ 81 $ .69 $ 54 $ 44 $ .20 $ 13 $ .09 
= _ (.02) = (01) (04) (01) 
_ = = 02 05 03 03 
$ 81 69 $ 52 46 $ 24 $ 12 & 44 
106,004 96,136 132,336 144,824 145,408 169,992 176,304 


Realistic MG-1 synihesizer by Moog.” 


‘Trademark of Norlin industies 
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Net Sales 


Tandy Corporation's sales for the five years ended 
June 30, 1981 have grown at a rate of 17%. 

Consolidated sales for fiscal 1981 increased 
$306,736,000, or 22% over the 1980 sales. Year-to-year 
sales increases of 14%, 15% and 12% were recorded in 
1980, 1979 and 1978. Tandy Corporation has recorded 
sales gains in excess of 10% for each of the eight years 
ended June 30, 1981. Sales gains have ranged from a low 
of 12% in fiscal 1978 to a high of 40% in 1976. 

Three primary factors have added to the Company's 
sales volume: 

«Expansion of the store system and increases in 

sales of old stores, 

« Growth of new product categories and 

* Development of the international operations. 

The Company's retail outlets are located primarily in 
the United States, Canada, Europe and Pacific/Asia. As 
shown in the following chart, the number of retail outlets 
increased almost 6% in fiscal 1981. There were 388 
company-owned stores opened in 1981, 306 in 1980 and 
154 in 1979. The Canadian store system has been estab- 
lished for a number of years and is continuing to grow. The 


first stores were opened in Europe and Australia in fiscal 
1974. Store expansion on these continents is progressing 
steadily now that management and support systems have 
been developed. There are 164 international dealers serv- 
ing 67 countries that do not have company-owned stores. 


The authorized sales center or ‘dealer’ program 
accelerated its growth in fiscal 1981. The 1981 sales to 
U.S. dealers and franchisees were $130,141,000, a 28% 
increase over the 1980 sales of $101,388,000 despite a 
decline in the number of dealers/franchisees. In 1980 
a 16% increase was recorded from the 1979 sales of 
$87,513,000. The dealer program offers the Company's 
exclusive product line to consumers in towns with popu- 
lations of less than 20,000. At present, established mer- 
chants in towns with populations of less than 8,500 may 
become dealers with a fee and an opening order. Most 
merchandise sold to the participating dealer is on a cash 
basis other than special “term” programs offered at 
selected times. The dealers are autonomous and may 
carry all or part of the Radio Shack line and price the prod- 
ucts as they desire. U.S. dealers have increased their 
average annual purchases from $15,498 in 1974 to 
$53,812 in 1981. 


Retail Expansion 
Number of Locations at June 30 


1981 1980 1979 1978 1977 





Radio Shack-U:S. 


COMPANY-OWNE? 42.4604 b4anndee duce Ohooonn Readers ee 
Dealer/franchise ....... 00.00.00. 00 ce eee een 


International Operations 
Canada 


COMPANY-OWNEd jan dp eecedeedseeue eve cts ecends 
Dealer/franchise .....0..0 0000.00... cece ce ees 


Europe 


COMPANY-OWNED 64 25444. 6424srebeetiaridnrrbne dees 
Dealer/franchise ........ 2.0.0.0... cece eee eee aes 


Pacific/Asia 


COMPSNY-OWNEO fnucdGawm ae Pokaan eee ed cob ended 
Dealer/franchise .......6e6 005 cece nee cee eeeeunanuus 


ue Readies 2,046 2,074 





4,132 3,881 3,645 3,567 3,293 
2,197 2,223 2,000 


6,178 5,955 5,842 or ge)t 5,293 


eee ree 424 403 395 369 322 


386 381 386 380 318 
810 784 781 749 640 


416 33 272 244 240 
212 178 142 120 109 


628 497 414864349 
re eee 175 156 141 119 111 
aerate 208 193 104 tt 
381 349024512011 
fees 164 130 71 48189 
8161 7,715 7,353 7,071 6,412 





In addition to expanding the retail outlet system, man- 
agement is constantly striving to increase sales of the 
existing stores and dealers. The average monthly sales 
increase for Radio Shack-U.S. stores which had been in 
existence more than one year was 11% in fiscal 1981, a 
significant improvement over the 6% gains for 1980. Com- 
parable store sales increased 10% in 1979, 3% in 1978 
and 8% in 1977. The ongoing revision of the merchandise 
line provides products in keeping with customer demands 
and enables many mature stores to continue their 
sales growth. 


The Company has been able to continue its sales 
growth because its strong traditional merchandise line 
has been enhanced by the introduction of new products 
such as telephones, answering devices, security equip- 
ment and the TRS-80 Microcomputer. The following chart 
ilustrates the Company's merchandising flexibility. This 
table is based on shipments from the warehouses to the 
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Company’s retail outlets at suggested retail prices. It does 
not reflect markdowns or discounts as a result of special 
promotions. 


Microcomputers, security devices and electronic toys 
posted increases of 60% or more for fiscal 1981. 
Telephones and intercoms also increased at above aver- 
age rates. Many of these products were not included in 
the product line five years ago, but they have risen rapidly 
to important positions in the merchandise line. These 
products have more than compensated for the decline in 
sales of certain products such as citizens band radios, 
phonographs and eight-track tape recorders. Manage- 
ment continually reviews the product line to add, modify or 
delete items as customers demand. Technological 
changes in electronics products have provided the elec- 
tronics consumer with affordable products despite an 
inflationary environment. 


Tandy/Radio Shack Worldwide Warehouse Shipments 
By Category (Unaudited) 


Class of Products 





Audio equipment, tape recorders 
Electronic parts, batteries, test equipment 


Toys, antennas, security devices, timers 








1981 1980 1979 1978 1977 
Radios, phonographs and televisions ...................0.04.. 11.6% 12.1% 13.3% 14.7% 13.3% 
Citizens band radios, walkie-talkies, scanners and 
public address systemS .. 0.2.2.0... 0000. cee eee 6.8 9.3 12 19.8 25.9 
and related accessorieS ..........0.0 02.0 eee 25.4 29.5 33.8 34.6 33.9 
and elated OMS 2 < 6.oc4e sch deed ben kd Seaweed da dG und gegn 14.5 15.8 16.4 16.9 173 
ENG CaICUA Ol Siz wie oie Hn ee de Ree eee ya Oe ee ee ee 14.1 12-5 10.3 9.6 8.7 
Telephones and intercoms .......... 0.000000. eee 5.8 5D os) 2.0 1,5 
Microcomputers, software and peripheral equipment ............ 21.8 ere 9.5 2.4 — 
100.0% 100.0% 100.0% 100.0% 100.0% 


The average sale per ticket for Radio Shack-U.S. 
stores in fiscal 1981 was $20.46 compared to $18.15 in 
1980. A strong trend was shown throughout the year with 
increases in each month’s average ticket over the average 
ticket for the same month of the prior year. Increases in 
sales of high dollar items such as computers and televi- 
sions have added to the average ticket amount. Radio 
Shack-U.S. sales by ticket brackets for fiscal 1981 were: 


$  .01- O00 sptephewbatedawatn a danas 6.1% 


S00 9 | ga | 0 © | 0 are 6.6 
10.01- 25.00 .........0... 000.0. 0000., 13.6 
Co 30000 ws hncy beeuadew sen addsaeaet 16.1 
BOOS. WOOO: ouch pnt en beeen tae bede 15.0 

VWOO01= 50000 1245.4 0488b0c0 dead mepeaas 2.2 
BOO 00000 veers ote dsadukaee Ebene) 4.3 
Over 1,000.00 .....00.0.0..00 0.0.0.0... le ee 


100.0% 





Tandy Corporation’s ability to manufacture what it 
sells has grown substantially in recent years. There are 28 
manufacturing plants — 24 in the United States and one 
each in Canada, Japan, South Korea and Taiwan. The 
accompanying unaudited charts illustrate the Company's 
growth in manufacturing. 

As illustrated on the next page, sales of self- 
manufactured products have increased steadily since 
1978. The establishment of computer manufacturing 
plants coupled with the sizable growth of computer sales 
have been the primary reasons for the increase in sales 
of self-manufactured products. The Company has also 
been able to develop telephone manufacturing capabili- 
ties allowing it to design and produce merchandise with 
selected and sometimes unique features. 
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Sales of Self-Manufactured Products 
as a Percent of Sales (Unaudited) 


“I T 7 
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1981 


1977 1978 1979 1980 

As shown in the following chart, Tandy’s business is 
relatively stable year round with the December quarter 
normally the peak selling season. In fiscal 1981, however, 


the relation of second half sales to total sales increased 


Average Non-Cash Assets Invested 
in Manufacturing (Unaudited) 


ee ae 
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from 46.7% to 48.6%. As indicated in the stockholders’ let- 
ter, shipments of computers showed strong gains in the 
second half of the year. 


Consolidated Monthly Sales (Unaudited) 



































1981 1980 1979 1978 1977 
(In thousands) Dollars Percent Dollars Percent Dollars Percent Dollars Percent Dollars Percent 
JOY oa cee bakes $ 100,862 6.0% 5 88,240 6.4% $ 79,427 6.5% $ 67,118 6.3% § 60,387 6.4% 
August ....... 117,008 6.9 101,268 ee 88 363 7.3 73,270 6.9 62,954 6.6 
September .... 117,055 §.9 101,461 fia 95,193 7.8 77,766 iad 10,717 7.4 
October ....... 128,631 7.6 104,018 7.5 93,242 if 81,803 Td 72,699 tal 
November ..... 151,811 9.0 133,918 9.7 112,245 9.2 96 903 9.2 86,585 9.1 
December ..... 253,854 15.0 209,728 15,1] 189,782 15.6 168,476 159 147,034 15.5 
January ....... 140,567 8.3 112,275 8.1 93,952 iad 78,529 7.4 74,205 7.8 
February ...... 125,596 7.4 104 624 7.6 82,130 6.8 75,066 Fal 75,981 8.0 
March ........ 142,182 8.4 108,133 7.8 100,035 8.2 90,304 ses) 81,999 8.6 
April oo. 000. 137,793 8.2 105,179 7.6 88,873 io 82,174 7.8 75,503 8.0 
MAY 2 coum a yeocase 135,802 8.0 105,919 ist 90,884 16 83,448 7.9 70,410 7.4 
June 10.00... 140,272 8.3 109 874 7.9 101,357 8.4 84,467 8.0 (0,790 1.5 
$1,691,373 100.0% $1,384,637 100.0% $1,215,483 100.0% $1,059,324 100.0% $949,267 100.0% 
Sales for first half 
of fiscal year 51.4% Jo.0 1 04.1% Du.d76 52.7% 
Sales for second 
half of 
fiscal year 48.6 46.7 45.8 46.7 47.3 
100.0% 100.0% 100.0% 100.0% 100.0% 


International and Domestic Operations 


Sales to unaffiliated customers by operations outside 
the United States were $307,864,000 (U.S. dollars) in fis- 
cal 1981 compared to $243,218,000 in 1980 and 
$199,933,000 in 1979. The non-U.S. sales represented 
18.2% of consolidated sales for fiscal 1981, 17.6% in 1980 
and 16.4% in 1979. 
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Canadian sales for fiscal 1981 increased 18.0% in 
U.S. dollars and 19.6% in Canadian dollars. The increase 
in sales in Canadian dollars was greater than in U.S. dol- 
lars because the Canadian dollar dropped in value relative 
to the U.S. dollar during 1981. [n fiscal 1980 the sales 
increase was 15.1% in U.S. dollars and 15.3% in Cana- 
dian dollars. During that pertod the U.S. and Canadian 





dollars were fairly stable in relation to each other. Cana- 
dian operating profits were 12.7% in 1981 compared to 
13.0% in 1980. However, the 1980 operating profit was 
boosted from 12.1% to 13.0% by a $1,227,000 gain on the 
sale of a warehouse. 

European sales gains of 45.7% in fiscal 1981 on top 
of 47.0% gains in 1980 have also contributed to the con- 
solidated sales growth. Significant improvements in Euro- 
pean operating profits have also been made with these 
operations adding $9,780,000 to the overall increase in 
operating profit for fiscal 1981. 

Retail operations in Australia and Asia have shown 
gains, but these gains have not been as strong as the 
growth recorded in Europe. Besides the retail operations 
in the Pacific/Asian region, the Company has manufac- 
turing and purchasing operations in several Asian 
countries. A & A International, a U.S. subsidiary of the 
Company, has affiliates in Hong Kong, Japan, Taiwan and 
Korea. Manufacturing operations are located in Japan, 
Korea and Taiwan. The transfers between geographic 
areas shown on the table highlighting operations by geo- 
graphic areas include two types of sales. These amounts 
represent essentially intercompany sales of goods trans- 
ferred out of the Asian region. The manufacturing opera- 
tions sell to A & A International in the United States or to 
A&A's affiliates in the Orient. These goods are then sold 
to Radio Shack and Tandy International Electronics. 
A &A’s affiliates also purchase goods from outside sup- 
pliers and sell to A & A International which then sells to 
Radio Shack or Tandy International Electronics. Pur- 
chases from Japan have declined over the past few years 
as the Japanese yen became Stronger, making merchan- 
dise from Korea, Taiwan and Hong Kong less expensive 
than the Japanese goods. 

Tandy Corporation is engaged in consumer electron- 
ics retailing, and self-manufactures, assemblies and/or 
packages approximately 1,200 of the 2,800 items in the 
product line offered by the U.S. Radio Shack stores. Sub- 
stantially all of the Company’s products are sald undey the 
Company’s trademarks which include Realistic, Archer, 
Science Fair, Micronta, Patrolman and TRS-80. The con- 
solidated financial statements include the accounts of the 
Company and its wholly owned subsidiaries. Ail signifi- 
cant intercompany transactions and balances have been 
eliminated. The Company’s primary domestic operations 
are Radio Shack, A & A International, and the domestic 
manufacturing operations. A & A International, a wholly 
owned trading company, purchases approximately 920 of 
the 2,800 products offered by Radio Shack and TIE as 
well as some parts used in the Company's manufacturing 
operations. The Company obtains merchandise from a 
large number of suppliers, not one of which accounted for 
more than 10% of the cost of goods sold in fiscal 1981. 
Alternative sources of supply exist for all of the merchan- 
dise purchased by the Company. The Company's only line 
of business at present is consumer electronics. 
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The consumer electronics business is highly compet- 
itive. Tandy competes in the sale of its products with 
department stores, mail order houses, discount stores, 
general merchants, home appliance stores and gift stores 
which sell comparable products manufactured by others. 
Domestic competitors range in size from the local drug 
and hardware stores to large chains and department 
stores. The Computerland franchise group and hundreds 
of independent computer stores are the principal compe- 
tition in the microcomputer marketplace. Several large 
computer manufacturers (IBM, Xerox, Digital Equipment) 
and major retailers such as Sears have entered or plan to 
enter the microcomputer market. Competition is also 
encountered from other chain stores selling primarily con- 
sumer electronic products or manufacturers selling 
directly to consumers. The products which compete with 
those Sold by the Company are manufactured by numer- 
ous domestic and foreign manufacturers and many of 
them carry nationally recognized brand names or private 
labels. Many of the Company's competitors have financial 
resources equal to or greater than the Company’s 
resources. 

Management believes that among the factors that are 
important to its competitive position are price, quality and 
the wide selection of electronic products carried at con- 
veniently located retail outlets. The Company's utilization 
of trained personnel and its ability to use national and 
local advertising media are important to the Company’s 
ability to compete in the consumer electronics market. 

The financial statements of the foreign subsidiaries 
and divisions are translated into U.S. dollars at appropri- 
ate exchange rates. Balance sheet accounts representing 
cash and amounts owed to or by the Company are trans- 
lated at exchange rates prevailing at the end of the period. 
Balance sheet accounts representing non-monetary 
assets (principally inventories and fixed assets} and non- 
monetary liabilities (principally deferred income taxes) are 
translated at exchange rates prevailing at the time the 
assets were acquired or liabilities incurred. income state- 
ments of these foreign units are translated at weighted 
average exchange rates prevailing during the year, except 
that cost of products sold and depreciation are translated 
at exchange rates prevailing at the time the goods were 
produced or the assets were acquired. The fiscal year end 
of all operations outside North America is May 31 to facil- 
itate timely financial reporting. The governments of certain 
countries in which the Company has foreign subsidiaries 
restrict the amount of dividends which may be repatriated. 
The restricted retained earnings of foreign subsidiaries at 
May 31, 1981 were $4,606,000. 


The chart on the following page highlights the Com- 
pany’s operations by geographic areas for the three years 
ended June 30, 1981. 
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Information About Operations by Geographic Area 


Tandy Corporation and Subsidiaries 
(In thousands) 


United 
States 





1981 

Sales to unaffiliated customers 

Transfers between 
geographic areas 


Total revenue 


Oper alirig Proll .scj00.fcesseecucis 


General corporate expenses 
interest expense, net .............. 


Income before income taxes ... 


Identifiable assets at 
June 30, 1981 
Corporate assets 

Total assets at June 30, 1981 
1980 
Sales to unaffiliated customers 


Transfers between 
geographic areas 


Total revenue 


Ce 


Operating profit.............2..... 


General corporate expenses 
Interest expense, net.............. 


Income before income taxes .. 


Identifiable assets at 
June 30,1980 ............000... 
Corporate assets 
Total assets at June 30, 1980 
1979 
Sales to unaffiliated customers 


Transfers between 
geographic areas 


Total revenue 


Operaling OrOllt 12645 2n2844e44deh05 


General corporate expenses 
Interest expense, net .............. 


re 


Income before income taxes .. 


Identifiable assets at 
June 30,1979 .................. 


Corporate assets 
Total assets at June 30, 1979 


Ce ee 


$1,383,509 


65,817 
$1,449,326 


$ 303,951 


$ 544,015 


$1,141,419 


21,605 


Pacific/ 


Canada Europe Asia 


$146,079 $112,034 $ 49,751 


280,865 


$330,616 


® 10,511 





% 52,657 $ 65,562 $ 61,592 


$123,823 $ 76,913 $ 42,482 


= 49 208 442 





$1,193,084 
$ 217,510 


$123,823 $ 76,962 $250,924 


S 16,155 








$_ 433,082 


$1,015,550 


45,806 


$1,061,356 
$ 180,613 


$ 389,039 


$ 53,737 $ 46,771 $ 69,742 





$107,546 $ 52,308 $ 40,079 


— == 178,880 
$107,546 $ 52,308 $218,959 





$ 59,378 $ 26,781 $ 54,103 


a — _ 


Eliminations 


$(346,682) 
$(346,682) 
$ (2,161) 


3 (8,886) 


$(260, 156) 
$(260,156) 
$ (1,711) 


$ (6,725) 


$(224,686) 
$(224 686) 
$ 2.624 


® (5,013) 


Consolidated 


$1,691 373 


$1,691,373 
> 344,159 


(8,088) 


(15,454) 


$ 320,617 


$ 714,960 
221,585 


$ 


936,545 


$1,384,637 


$1,384,637 


$ 


243,465 
(7,744) 


(25,063) 


$ 


$ 210,658 


596,607 
113,691 


$ 710,298 


$1,215,483 


$1,215,483 


$ 


196,141 
(6,174) 


(28,466) 


$ 


$ 


$ 


161,501 


524,288 
85,301 


609,589 


Note: Operating income represents ali revenues of the geographic seqment less all operating expenses attributable to that segment. The operating 
profits of a geographic location exclude corporate expenses, net interest expense and income taxes. Transfers between geographic areas are 
generally recorded at market price. The information presented for 1980 and 1979 has been restated for comparability with the 1981 data. 

In prior years Europe and Australia had been combined. 





Other Income 


Other income includes various items arising from the 
Company’s normal business operations. The primary 
components are rent income, repair service income, real- 
ized income on computer leases, dealer fees and data 
processing revenue. The fiscal 1981 amount increased 
$4,337,000 over 1980. Repair service income and real- 
ized income on computer leases were the largest contrib- 
utors to the increase. The increase in repair service 
income was a result of the growth of TRS-80 computer 
maintenance contracts. The increase in realized income 
on computer leases reflects continued expansion of the 
Company's computer leasing program. The fiscal 1980 
amount includes a gain of $1,227,000 on the sale of a 
Canadian warehouse. There were three large non- 
recurring items included in other income for 1979. The 
sale of the Company's interest in an airplane resulted in a 
gain of $950,000. The disposal of 501,112 shares of Dil- 
lard Department Stores, inc. common stock for a gain of 
approximately $2,000,000 was also recorded. A dispute 
between Tandy Corporation and a development company 
related to the initial planning and development of Tandy 
Center and adjacent real estate was settled and resulted 
in Tandy Corporation receiving approximately $1,000,000. 
Increased rental and concession income from Tandy Cen- 
ter also contributed to the rise in other income from fiscal 
1978 to 1979. 








Gross Profit Percentages 
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Gross Profit and Cost of Products Soid 


Gross profit as a percent of sales reached a record 
level in fiscal 1981, rising to 58.5% compared with 57.0% 
in fiscal 1980. Gross profit margin trends for the iast five 
years are detailed in the chart above. The following fac- 
tors contributed to the improvement: 
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1. The continuing increase in the dollar volume of self- 
manufactured products. Self-manufactured goods as a 
percent of total sales were 49% in fiscal 1981 compared 
with 46% in fiscal 1980 and 43% in fiscal 1979. 

2. A sharp increase in North American manufacturing 
profit, particularly in computer lines. A combination of 
greatly expanded production combined with continuing 
decreases in semiconductor costs allowed the North 
American manufacturing profit margin to expand more 
than four percentage points. 

3. The gross profit margin on Radio Shack-Canada’s 
sales improved to 48.5% in fiscal 1981 from 47.9% in fis- 
cal 1980. The gross profit improvement was even greater 
in Canadian dollars but the fall in the value of the Cana- 
dian dollar relative to the U.S. dollar reduced the gross 
profit percent after translation into U.S. dollars. 

4. Gross profit of Europe and Australia in U.S. dollars 
declined to 49.6% in fiscal 1981 from 50.5% in fiscal 1980, 
primarily because of the decline in the value of European 
currencies relative to the U.S. dollar. Gross profit in local 
currencies improved to 50.8% from 49.8% in fiscal 1980. 

In fiscal 1980 and 1979 gross margin improvements 
were achieved in U.S., Canadian and international oper- 
ations. Increases in the percentages of self- 
manufacturing, selective price increases, and lower mark- 
downs were the primary contributing factors. 


Selling, General and 
Administrative Expenses 

Selling, general and administrative expenses were 
$645,934 ,000 for fiscal 1981, an increase of $99,609,000 
(18%) over the 1980 total. As a percent of sales, these 


expenses were 38.2% in 1981 compared to 39.5% in 1980 
and 39.8% in 1979. 


Selling, General and Administrative 
Expenses as a Percent of Sales 
Se er hes a Wied Pe 
EPEC am Ce 
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Net Interest Expense 


Total interest expense declined for the third consecu- 
tive year despite high interest rates during fiscal 1981 and 
1980. Interest expense dropped to $22,633,000 in fiscal 
1981 from $27,397,000 in 1980. This decrease resulted 
from the conversion of the 6%% convertible subordinated 
debentures in the first quarter of fiscal 1981. Under the 
terms of the indenture, no interest was paid on any deben- 
tures converted into common stock even though they 
were outstanding during part of the first quarter. Substan- 
tially all of the debenture holders elected to convert their 
debentures into stock. Average short-term debt outstand- 


(In thousands) 


ing during fiscal 1981 increased 24% to approximately 
$57,900,000. Also the weighted average interest rate for 
short-term borrowings increased slightly from 13.1% in 
1980 to 13.3% in 1981. These two factors increased other 
interest expense and offset some of the interest reduction 
provided by the debenture conversion. 

Interest income increased three-fold from 1980 to 
1981. An increase in short-term investments, as well as 
high rates on such investments, were the key factors pro- 
ducing a $4,845,000 year-to-year increase in interest 
income. 

The following table shows the principal components 
of interest expense: 





10% debentures due 1991 .......0....0...00.0.00.00.. 
10% debentures due 1994 ....0..0... 00. eee, 
612% convertible debentures due 2003 ............... 
$110,000,000 revolving credit line and 

interim borrowings related to tender offer ............ 
Foreign indebtedness .............-. 0. eee eee eee 
ONNG  6h23 kab Rds oa hatdedobubhup ibs cele bce ine 4 nice 


Less interestincome ............. 0.00. eee eee 


Provision for Income Taxes 


The Company provides for income taxes on all items 
included in the consolidated statements of income regard- 
less of the period when such items are reported for tax 





1981 1980 1979 1978 1977 
$9,808 $9807 $9811 $9,811 $ 4,906 
3,450 3,424 3,403 3,382 3,365 

— 6,499 4,369 = — 

= - 4,046 9,299 = 
4,204 3,285 3,792 2,949 5,115 
5,171 4,382 4,279 5,837 3,029 
22,633 27,397 29,700 31,278 16,415 
7,179 2,334 1,234 1,018 1,223 
$15,454 $25,063 $28,466 $30,260 $15,192 





purposes. The components of pretax income and the 
related income tax expense for the five years ended 
June 30, 1981 are detailed in the following charts: 


Components of Income Before Income Taxes 














(In thousands) 1981 1980 1979 1978 1977 
UPNCO SIMIES 4 a neues tbavebeedn eta eewenGaatee $285,089 $183,342 $146,827 $109,153 $133,309 
POICIOM .Acescren ese peer ouaevarenerseeeues 43 35,528 27,316 14,674 16,979 8,480 
TOA avesshes test taieeos ai bloeeacedaetss $320,617 $210,658 $161,501 $126,132 $141,789 
income Tax Expense 
(In thousands) 1981 1980 1979 1978 1977 
Current 
BOUCIAl e222 co ta eateg buags nese en ees $122,678 $$ 84,992 $64,858 $48,477 $52,168 
Se ae en a ce ee ee eee are ee 10,568 6,552 5,147 3,959 6,898 
POU edes orice s hoeesa te eemeee ater nes 15,882 9,996 Shouts 4,667 7,029 
149,128 101,540 75,520 57,103 66,095 
Deferred 
PeOCldl 2.dc2nevedercaadhnniidettenasedeanenaeds 2,319 (1,223) 1,649 1,874 3,674 
POON 4.402 post utewncedsona eet tetas aaess (431) (1,894) 1,103 1,009 201 
Total income tax expense on continuing operations ... $151,016 $ 98,423 $78,272 $59,986 $69,970 
Effective tax rate on continuing operations .......... 47.1% 46.7% 48.5% 47 6% 


49.3% 





Note: Certain reclassifications have been made between foreign and state taxes in prior years. 


Certain provisions of the income tax laws and regu- 
lations result in some income and expense items being 
recorded in one period for financial accounting purposes 
and in another period for income tax purposes. Such 
items, which are included in the provision for income taxes 
as deferred taxes, relate primarily to differences between 
tax and book depreciation, income from installment sales 
and provisions for future losses; changes in intercompany 
profits in ending inventories not eliminated for tax pur- 
poses; taxes provided on net undistributed earnings of 
certain foreign subsidiaries not currently taxable in the 
United States; and unrealized gains or losses on foreign 
currency translation. The tax effect of each of these timing 
differences was less than 5% of the amount computed by 


(in thousands) 
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multiplying pretax income from continuing operations for 
the year by the statutory tax rate. Management expects 
deferred taxes related to computer installment sales to 
increase as these sales grow. 

The Company uses the ‘‘flow through” method for 
investment tax credits whereby income taxes are reduced 
in the year an asset is placed in service by the amount of 
the investment credit. 

The Company’s statutory tax rate for fiscal years 1981 
and 1980 was 46%. The fiscal 1979 rate was 47%, a 
weighted average rate of the 48% and 46% rates. The 
statutory tax rate for each of the two years ended June 30, 
1978 was 48%. The effective tax rate differed from the 
Statutory rate as shown in the following schedule: 











1981 1980 1979 1978 1977 
Federal income tax at statutory rate ................. $147,484 $96,903 $75,905 $60,543 $68,059 
Investment tax credit .......0. 00.00.0000 .00.00 00.00.0000. (2,992) (1,499) (695) (1,479) (1,098) 
State income taxes, less federal income tax benefit 6,970 4,418 3,430 2,657 4,190 
OMER WEL os:02-5a0 nantes tours s See nge ands kageseea (446) (1,399) (368) (1,735) (1,181) 
Total income tax expense on continuing operations .... $151,016 $98 423 $78,272 $59,986 $69,970 


Net Income and Earnings Per Share 


For the five years ended June 30, 1981, income from 
continuing operations has increased at a growth rate of 
20%, calculated by the least squares method. 

The five-year growth rate of per share income from 
continuing operations was 29%. Net income for fiscal 
1981 increased 51% over the prior year compared with a 
35% increase fram 1979 to 1980. 

Purchase of treasury stock in fiscal 1980 and 1979 
had a favorable effect on per share amounts as did var- 
ious transactions from 1973 to 1978 which reduced the 
number of shares outstanding. The per share amounts 
reflect two-for-one stock splits in December and May of 
fiscal 1981 and two-for-one stock splits in fiscal 1978 
and 1976. 





Income per share of common stock is based on the 
weighted average shares of common stock and common 
stock equivalents outstanding during the year. On Octo- 
ber 31, 1978 the Company issued $100,000,000 of 6%2% 
convertible subordinated debentures due 2003. On July 
31, 1980 the Board of Directors called these debentures 
for redemption on September 10, 1980. Before the 
redemption date substantially all debentures were con- 
verted to common stock. As shown in the following com- 
putation, the debentures were classified as common stock 
equivalents since issuance for calculating earnings per 
share. \f the convertible debentures had been issued July 
1, 1978, earnings per share would have been $.77 for the 
year ended June 30, 1979. 


Computation of Net Income Per Average Common 
Share and Common Share Equivalent 





(In thousands, except per share amounts) 


Year Ended June 30, 





























Per share amaunts restated for two-for-one stock splits in May 1981 and December 1980. 1981 1980 1979 
NETINGOIMNG? i464 acco nvpan nice deat dine eoadbnaedlasativedateawedcugies $169,602 $112,235 §$ 83,229 
Plus interest on 62% convertible subordinated 

debentures, net of tax effect 0.000000 ee — 3,509 2,298 
Net income as adjusted (1) 20.00 eee $169,602 $115,744 $ 85,527 
Weighted average number of shares outstanding ......................... 102,578 89,852 96,820 
Plus weighted average number of shares issuable 

from assumed conversion of 642% 

convertible subordinated debentures ..........0.0. 000.00 — 13,792 9,184 
Weighted average number of common shares 

and common share equivalents (2) 0.0.0.0... 00. te 102,578 103,644 106,004 
Net income per average common share and 

common share equivalent (1) + (2) 2.0... eee $1.65 $1.12 $.81 


| 
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Supplementary Financial Data 
Adjusted for the Effects of Changing 
Prices (Unaudited) 


Tandy Corporation's financial statements are pre- 
pared in accordance with generally accepted accounting 
principles which include the concept of historical cost. 
Under this concept, transactions are recorded and 
reported in units of purchasing power at the entry date of 
such assets, liabilities, revenues and expenses. As a 
result of the effects of inflation, historical cost financial 
statements are reported in dollars representing a variety 
of purchasing power. 

in an attempt to remedy this situation, the Financial 
Accounting Standards Board issued Statement of Finan- 
cial Accounting Standards No. 33 entitled “Financial 
Reporting and Changing Prices.’ Statement No. 33 
requires disclosure of selected data under two different 
sets of assumptions — constant dollar and current cost. 

Constant dollar disclosures require adjustment of 


inventories; property, plant and equipment; cost of prod- 
ucts sold; and depreciation expense. These are adjusted 
to equal units of purchasing power through the application 
of the Consumer Price Index— All Urban Consumers. The 
methods used in computation are the same as those in 
the historical cost financial statements. Other items of rev- 
enue and expense are assumed to have occurred propor- 
tionately throughout the year and are therefore already 
stated in average 1981 dollars. 

Current cost disclosures also require adjustment of 
inventories; property, plant and equipment; cost of prod- 
ucts sold; and depreciation expense. This method is 
based on the assumption that Tandy Corporation would 
replace its entire inventory and facilities with identical 
assets at fiscal year end. The primary purpose, however, 
is to show the effect of changes in specific prices related 
to a given company’s operations. This effect may be 
greater or less than the effect of changes in genera! pur- 
chasing power depending on the specific industry in which 
a company is conducting business. In the case of Tandy 


Consolidated Statement of Income Adjusted for Changing Prices (Unaudited) 


Tandy Corporation and Subsidiaries 
(In thousands, exceot per share amounts) 


Year Ended June 30, 1981 





Adjusted for 


As Reported in Adjusted for Changes in 





the Primary General Specific Prices 
Statements Inflation (Current Costs) 
WT Sets Stress ote aed ae hae a bs Ee dre eee ee eee: $1,691 373 $1,691,373 $1,691,373 
CEI COME 4 ate ea eka es eka ea hi Paces c tends eee eee 15,697 15,697 15,697 
1,707,070 1;707,070 1,707,070 
Costs and expenses: 
COS ORDIGEUCISSOG: 6feicdces peut egatddne ana iwakedegdy came wine ox SOL 777 748,096 726,932 
Seiling, general and administrative 2.0.0.0... eee 645,934 645,934 645,934 
Depreciation and amortization 2.0... ee tenes 23,288 30,239 32,907 
Interest expense, net of interestincome .............. 0.0... 00.00. 15,454 15,454 15,454 
1,386,453 1,439,719 1,421,227 
Income before income taxeS ... 0... ee eee 320,617 267,351 285,843 
PROVISION TOP INCOMETAYES. 64.03456050%4b4 be doo has Vi otegee pakes ___ 151,015 __ 151,015 _ 151,015 
Ne MIC ONVE 24:4 ei cea, 20h ot tose erg Died ate Moos Ba waaenn sakes $ 169,602 $116,336 $ 134,828 
Net income per average common share ............0 0.000. e eee. $1.65 Glals 21.31 
Stockholders’ equity at yearend ©2000. 0.0... eee $ 571,863 $ 626,934 $ 622,017 
Purchasing power gain from holding net monetary liabilities during the year $ 21,361 $ 21,361 
Inventories and property and equipment held during the year’: 
Effect of increase in general price level .......... 00.0.0... 0.002.000. $ 66,640 
Effect of increase in specific prices (current costs) .................. 35,337 
Excess of general price level increase over specific price level 
CREA Sek deed iba te nag ba oad ou natok 2 oon on eae gue ea a $31,303 





“At June 30, 1981 the current cost of inventory was $513,455,000 (historical amount —$513,709,000) and the current cost of property and 
equipment, net of accumulated depreciation, was $269,049,000 (historical amount— $190,429 ,000). 





Corporation, the effect of changes in specific prices has 
less of an impact on net income than changes in general 
purchasing power. This is due in large part to the techno- 
logical advances made in the electronics industry. Tandy 
has been able to utilize these technological advances to 
reduce or control manufacturing costs of many self- 
manufactured items. Therefore, prices to the consumer 
have increased only nominally in recent years while the 
Company has been able to retain adequate gross mar- 
gins. These advances have also allowed the Company’s 
outside vendors to maintain their products at price levels 
that have allowed Tandy to increase or retain gross mar- 
gins at satisfactory levels. The computation of current cost 
data was accomplished through the use of internally and 
externally generated indices using similar methods as 
those in the historical cost financial statements. 

As required by Statement No. 33, both constant dollar 
and current cost net income are before holding gains or 
losses. During periods of inflation monetary assets such 
as cash and receivables are reduced in value through a 
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decrease in purchasing power. Monetary liabilities, how- 
ever, experience a gain in value since they will be liqui- 
dated in dollars of decreased purchasing power. Because 
of Tandy Corporation's net monetary liability position a 
holding gain has resulted for fiscal years 1981 and 1980. 
A holding gain was also experienced due to the increase 
in current costs of inventories and property and equipment 
held during the last two fiscal years. These increases in 
current costs, however, did not rise as rapidly as the gen- 
eral price level. 

Adjusted pretax earnings under both methods were 
below those reported in the primary financial statements. 
Statement No. 33 provided that income tax expense 
should not be restated since income taxes are determined 
and payable on the basis of historical income. As a result, 
the effective income tax rates were 56.5% under the con- 
stant dollar method and 52.8% under the current cost 
method compared to 47.1% in the primary financial 
statements. 


Comparison of Selected Supplemental Financial Data (Unaudited) 


Tandy Corporation and Subsidiaries 
(In thousands, except per share and index amounts) 


(Per share amounts restated for two-for-one stock splits in May 1981, December 1980 and June 1978 ) 
(Amounts adjusted for general inflation and specific price changes are in average 1981 dollars) 


Year Ended June 30, 

































































1981 1980 1979 1978 1977 

Net sales: 

PSTCOOUEO. 2 sowie ues Comedies Kien hens ewes $1,691,373 $1,384,637 $1,215,483 $1,059,324 $ 949,267 

Adjusted for general inflation ................... $1,691,373 $1,544,174 51,596,537 $1,464,758 $1,400,682 
Income from continuing operations: 

PSTEDONED cones ciGerepewe de ended a Cawidaees $ 169,602 6 112,235 $ 83,229 $ 66,146 $ 71,819 

Adjusted for general inflation ................... $ 116,336 § 57,066 

Adjusted for specific price changes ............. $ 134,828 $ 91,943 
Income from continuing operations per average 

common share and common share equivalent: 

PSTCNOHEO 4c ckaied fein danske tadeenpees edad $ 1.65 § 1.12 § 81 $ 69 § 54 

Adjusted for general inflation ................... $ 1.13 $ 58 

Adiusted for specific price changes ............. $ 1.31 $ 92 
Excess of general price level increase over specific 

price level increase ............... 00.0 e eee $ 31,303 $ 51,923 
Purchasing power gain from holding net monetary 

liabilities during the year ........0......0....005 $ 21,361 $ 48,696 
Net assets at year end: 

AS (00H 22.4455 kheet weaned Cow Sy eee se a $ 571,863 & 263,125 

Adjusted for general inflation ................... $ 626,934 $ 373,095 

Adjusted for specific price changes ............. $ 622,017 $ 377,994 
Total assets (as reported) ............0.... 0.00005. $ 936,545 $ 710,298 $ 609,589 $ 653,455 $ 474,675 
Total long-term liabilities (as reported) ........... $ 160,902 $ 258,456 $ 263,383 $ 268,338 $ 156,931 
Cash dividends per common share ............... None None None None None 
Market price per common share at 

year end: 

MISIOIGAl. ase iow ee scene aioe Moke eeshae eee? $ 30.88 $ 10.38 $ 5.34 $ 5.55 $ 3.48 

Adjusted for general inflation ................-.. $ 29.52 $ 10.87 $ 6.40 $ eu $ 4.97 
Average consumer price index ................0.. 259.4 232.6 205.2 187.6 175.8 
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Quarterly Data 
(Unaudited) 


{in thousands, except per share amounis) 
(Per share amounts restated for two-for-one stock splits in May 1981 and December 1980) 





September 30, September 30, 





1980 1979 
MEU SAICS pcr ec odes oe ope meet d re i adeeum end eae eae sae wins Ke $334,865 $290,969 
OIREMINCOME: 4 nd4.00o8-kacd bp i ced bow Ry dg ke Pee baw eeedded gabha ba ehaeas 2,900 3,¢f7r 
337,/65 294,746 
Costs and expenses: 
COS Oh FOC SOG nate ies oad. hak Oona a cee ihe Re eee ame Oey 139,517 128,019 
Selling, general and administrative 2.00.0... ee 139,838 119,268 
Depreciation and amortization 2.0.6.0... b ee ee tee beep eee eens 5,244 4519 
NELINIBTESTOXDENSS <ve.nct date hedekeceShdwttpeden deel eva de ktweukeegoen aad 4,556 6,468 
289,155 258,274 
Income before income taxeS ...........00. 0.000000 ce een 48,610 36,472 
Provision for income taxeS .. 00... cee eee e eens 22,847 17,178 
NETINCOME. cfc. smes wag ve ede eed dw Snes Ke eka we Rha? wees eae bw oeha es $ 25,763 $ 19,294 
Net income per average common share 
and common share equivalent ............0.... 000... cc eae O45) Ag 
Average common shares and common 
share equivalents outstanding .........0... 0.02 ee een 102,248 106,280 





Limited review procedures as established by the American Institute of Certified Public Accountants were performed by indeaendent accountants 
in 1981 and 1980. 





Quarter Ended 
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December 31, 


1980 





$534,296 
3,790 


538,046 


228,514 
193,675 
5,799 
7,120 
435,108 
102,938 
48 380 


> 54,558 


A 
un 
co 


I 


102,510 


December 31, 


1979 





$447,664 
2,450 


450,114 





March 31, 
1981 


$408,345 
4,411 


412,756 


174,267 


New Radio Shack problem-solvers: EC-3007 desktop caiculator that 
uses standard roll paper, EC-3006 portable printing calcuiator and 
the dual-memory EC-2004 desktop. Centered is the TRS-80 Pocket 


Computer with new portable Printer/Cassette Interface. 





March 31, June 30, June 30, 
1980 1981 1980 
$325,032 $413,867 $320,972 

2,212 4,636 2,921 
327 244 418,503 323,893 
143,154 159,479 128,745 
132,304 148,918 128,909 

4,763 6471 5,412 

5,834 764 4,551 
286,055 315,332 267,617 

41,189 103,171 56,276 

19,246 48,815 25,863 

$ 21,943 % 54,356 $ 30,413 

$.22 53 31 
102,928 102,845 


101,788 


New products that combine Jearning with fun: 200-in-1 Electronic Lab 
Kit, Talking Teacher that tutors in math, reading and spelling with a 
computerized 1500-ward vocabulary, Computerized Chess Game 
with two skill levels. 





32 


Consolidated Balance Sheets 


Tandy Corporation and Subsidiaries 
(In thousands) 





June 30, 
1981 1980 
Assets 
Current assets: 
Cash and short-term investments ...0 0000000000. cect n een eee n eee $141,994 $ 56,365 
Accounts and notes receivable, less allowance for doubtful accounts ................ 42,088 25,725 
I VEINOMES ques chee g ieee dics de bua eh on ee cue ag eee nee eee ene bes 513,709 435,160 
Other currentassetS ©... 00 eee eee ee eee 11,416 13,809 
TOMNCUIFENT ASSCIS ik cn dapadias dae hGes Coed poe AM ee ase d o asd w ed aadle Pees 709,207 531,059 
Property and equipment, at cost: 
Consumer electronics operations, net of accumulated depreciation ................. 122,208 95,640 
Tandy Center, net of accumulated depreciation .......00....0. 00. c cee 68,221 69,500 
190,429 165,140 
CMRCN ASSES. sar eco ave bea ae kn Bhan ed bd, he eben sees add Aah ewentane eed Aa-e8 36,909 14,099 


$936,545 $710,298 


The Review of Operations and Financial Information, pages 16 to 44, is an integrai part of these staternents. 





Newest additions to our line of business-oriented equipment are these 
new copiers. From left to right: the PPC-200, PC-50 and EPC-150. 


— = 
= : 


ese 
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June 30, 
1981 1980 
Liabilities and Stockholders’ Equity 
Current liabilities: 
NOLES DBVADIS 22 ccedsoedued awed eee kha i bor idan emhek wis eh edee ed eenatees Ghats $ 34,862 $ 25,918 
POCOURTS PaVale cue avewtqucnd aknihadade £205 eheeoke eee ise pee te ee 54,560 58,926 
PECIUICC exe Se Sn: oben es cn Deer hy ner eer ae Byars eer eae cee yee ete eee 67,206 59,170 
INEOMe Taxes DaVable ss ease se aban eee rte dG Penh de Sau eeeisets $3 ween b es oe Bs __ 47,152 24,703 
Total currentliabilities ..0 000. eee ey 203,780 168,717 
Notes payable, due after one year 2... te teas 3,903 6,523 
Subordinated debentures, net of unamortized bond discount ......................... 122,428 122,221 
614% convertible subordinated debentures due 2003 ......0....20...00.0 0000000000002. — 99,954 
Stele Managers USCCSIS. «dca dadichnahsenteddeegaynedatds Seded hes tewndeees TAs bes 11,972 14,045 
DGEISHED INGO TAKGS: 22. k dub a dea tykwne veud Soe ee ew vee a deneeaeacawegyda s 12,069 8,902 
Other nonecurrent liaBiiGS «26424265 Go0cus ce caged edn ¥Gh 4 S06 dG aS ho OEE SE wSE LGR: 10,530 6,811 


160,902 258,456 


Stockholders’ equity: 
Preferred stock, no par value, 1,000,000 shares authorized, 





none SSued Or OUISIANCING ..i. uc nkad kad chue radon Qadewatdete £ne2 cae hsnenis dees — — 
Common stock, $1 par value, 110,000,000 shares authorized 

with 105,645,000 and 25,152,000 shares issued, respectively ................0... 105,645 25,152 
Additional Pald-in capital, <2 (2.04444 2944ee0b.ede bad hp b4e orks dbwed so phdeteaeuu ted 16,523 33,992 
eine Canine .ctaguat rset race evaeg hae cat hen Mand cote ean ee eke 467,020 297,418 
Common stock in treasury, at cost, 2,723,000 and 

3,095,000 shares, respectively ....0 0.0.0 cet eens (17,325) (73,437) 

Total SIOChNOIGETS COUN ia2+cse-coctadietedededensdendhed pac ecabedang hours 571,863 203,120 
Commitments and contingent liabilities 2.0.0.0. 000 00 ee ees 


$936,545 $710,298 





The new TRS-80® 8.4 million-byte hard disk system greatly expands 
the data-storage capabilities of our Model II business computer. 
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Consolidated Statements of Stockholders’ Equity 


Tandy Corporation and Subsidiaries 
Three Years Ended June 30, 1981 





(In thousands) 


Balance at July 1, 1978 
Purchase of treasury stock 
Settlement of lawsuit 


Net income 


Conversion of 642% Convertible Subordinated Debentures 


Conversion of 642% Convertible Subordinated Debentures 
Two-for-one split of common stock in December 1980 
Two-for-one split of common stock in May 1981 


Other 
Net income 


Balance at June 30, 1981 


DIOCK ISSUER IO ONCE! +544) snk oi. cb ewer Phe deck aeeaneead 
Sale of treasury stock to Tandy Corporation Employee Stock Purchase Program 


Balance at June 30,1979 ........................... 
Purchase of treasury stock ................2. 2.0. .00 0005. 


rT 


a 


Sale of treasury stock to Tandy Corporation Employee Stock Purchase Program 
SIC OMME: 4 ware’ siren ata eae eae oa ated eee 


Balance at June 30,1980 ........................... 


a 


Sale of treasury stock to Tandy Corporation Employee Stock Purchase Program 


er a eT ne er RC Re Oe ee a ae ee ee RT 


The Review of Operations and Financial Information, pages 16 to 44, is an integral part of these statements. 


Current Assets 


Cash and short-term investments were $85,629,000 
higher at June 30, 1981 than at June 30, 1980. The 
increase in cash flow from operations in fiscal 1981, par- 
ticularly in the latter portion of the fiscal year compared 
with the latter portion of the prior year, provided more 
funds to be invested at the end of fiscal 1981 than at 
1980’s year end. Management continually reviews the 
cash flow from operations to determine the most benefi- 
cial use for these funds. The high interest rates and strong 
cash flow in recent periods have made this review more 
critical than ever. Investment rates and borrowing rates 
are monitored closely to determine whether debt reduc- 
tions or short-term investments would be most beneficial. 
The short-term investments are carried at cost, which 
approximates market value. The weighted average inter- 
est rate was approximately 17% for the $128,928 ,000 
invested at June 30, 1981 compared to 9% for the 
$41,507,000 invested at June 30, 1980. 

Accounts and notes receivable increased more 
than $16,000,000 from June 30, 1980 to June 30, 1981. 
The Company's retail stores primarily sell their products 


for cash or through major bank credit cards. However, the 
Company provides 30-day charge accounts for commer- 
cial sales. The increase in computer sales, particularly to 
large and smali businesses and professional! firms, 
accounts for much of the increase in trade receivables. 
The current portion of computer lease receivables, also 
included in accounts and notes receivable, was 
$5,787,000 at June 30, 1981 compared to $1,603,000 at 
the end of fiscal 1980. 

Inventories at June 30, 1981 were $513,709,000, an 
18% increase over the fiscal 1980 year-end inventory lev- 
els. Month-end inventory levels in fiscal 1981 averaged 
25% higher than in fiscal 1980. A reduction of these high 
inventory levels was not achieved until the last quarter of 
the fiscal year. 

All inventories are valued at cost or market, whichever 
is lower. Cost of the inventory is determined primarily by 
the average cost method. The components of the inven- 
tories were: 
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Shares Amount 
Treasury Common Additional Retained Treasury 
Issued Stock Outstanding Stock Paid-in Capital Earnings Stock Total 
25,026 (951) 24.075 $25,026 $24,666 $102,359 (13,055) $138,996 
— (1,246) (1,246) — — — (27,396) (27 396) 
124 (47) 77 124 783 (405) (420) B82 
— 20 20 — 151 = jor 488 
— 526 526 —_ 4 841 — 8,113 12,954 
= ase ese = 225 832290 — _ 83,229 
25,150 (1,698) 23,452 25,150 30,441 185,183 (32,421) 208,353 
= (1,975) (1,975) = = — (53,342) (53,342) 
2 - 2 2 44 — — 46 
— 578 578 — 3,507 —- 12,326 15,833 
=. -—— — — a 112.235 _ 112,235 
25,152 (3,095) 22,057 25,152 33,992 297,418 (73,437) 283,125 
3,443 — 3,443 3,443 95,109 = 98,552 
25,638 — 25,638 25,638 (61,051) — 3o:41S a= 
51,412 —— 51,412 51,412 (69,369) —- 17,957 — 
— 421 421 — 14,846 a 6,231 21,077 
— (49) (49) = 2,996 — (3,489) (493) 
— —— -- = =. 169,602 — 169,602 
105,645 (2,723) 102,922 $105,645 $16,523 $467,020 $(17,325) $571,863 
Inventories 
June 30, 
(In thousands) 1980 1979 1978 1977 
Finished merchandise .....................0000. $475,377 $398,287 $354,059 $310,821 $283,282 
Raw materials and work in progress ............. 38,332 36,873 27,590 22 244 16,997 
$513,709 $435,160 $381,649 $333,065 $300,279 














The average inventory of a U.S. company-owned 
store, other than Computer Centers, was approximately 
$49 800 in 1981 compared to $44,200 in 1980 and 
$41,100 in 1979. This average does not include the ware- 
house inventories required to support the store network. 
Store inventory allowables were raised during fiscal 1981 
to permit stores to stock more merchandise, particularly 
computers, televisions and other large dollar items. The 
8% increase in company-owned stores woridwide also 
increased store and warehouse inventories. Fiscal 1981 
inventory turnover (unaudited) declined to 1.39 from 1.48 
in 1980 and 1.46 in 1979. 


Other current assets include prepaid expenses such 
as rent, catalog costs and property taxes. Deferred 
income taxes resulting from the elimination of certain 
intercompany profits for financial purposes which are 
reported currently for tax purposes are also included in 
this balance sheet classification. These deferred taxes 
were $4,927,000 at June 30, 1981 and $3,043,000 at June 
30, 1980. 
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Property and Equipment 


Property and equipment categories, at cost, were 
as follows: 








June 30, 
(In thousands) 1981 1980 
Consumer electronics operations: 
BUNGINGS isa rsaueneeeae $ 20,143 $ 18,006 
Furniture, fixtures 
and equipment ........... 113,675 93,543 
Leasehold improvements 70,914 49,912 
204,732 161,461 
Less accumulated 
depreciation ........... (85,603) — (68,806) 
119,129 92,655 
LANG: 2.5. 5463¢8e0% Gnd euetad 3,079 2,985 
$122,208 $ 95,640 
Tandy Center: 
Buildings and other .......... $ 68,172 $ 67,123 
Less accumulated 
depreciation ........... (8,562) (5,879) 
59,610 61,244 
LEAR 2 gaeel wkd oxneeddaesss 8,611 8,256 
$ 68,221 $ 69,500 


A three-year analysis of changes in property and 
equipment and the related accumulated depreciation is 
shown on pages 42 and 43 with a review of capital 
expenditures. 

When depreciable assets are sold or retired, the 
related cost and accumulated depreciation are removed 
from the accounts. Any gains or losses are included in 
other income. Major additions and betterments are capi- 
talized. Maintenance and repairs which do not materially 
improve or extend the lives of the respective assets are 
charged to operating expenses as incurred. 

For financial reporting purposes, depreciation and 
amortization are calculated primarily using the straight- 
line method, which amortizes the cost of the assets over 
their estimated useful lives. The ranges of estimated use- 
ful lives are: 


DUNCINGS: <p eteee gna ears 10-40 years 

Machinery and equipment .. 3-15 years 

Leasehold improvements ...the shorter of the life 
of the improvements or the 
term of the related lease 


Other Assets 


Other assets increased almost $23,000,000 from 
June 30, 1980 to June 30, 1981. The long-term portion of 
computer lease receivables was $10,323,000 at the end 
of fiscal 1981, an increase of $7,253,000 over the June 
30, 1980 balance. Investments in joint ventures and two 
unconsolidated insurance subsidiaries increased approx- 
imately $6,500,000 in fiscal 1981. A long-term loan to a 


company for partial financing of construction of a hotel on 
property owned by one of the Company’s joint ventures is 
also included in this classification. 


Current Liabilities 
At June 30, 1981 and 1980 Tandy Corporation had 


outstanding the following notes payable due within 
one year: 


(In thousands) 1981 1980 
Short-term indebtedness, 
principally relating to 
foreign operations ............ $32,176 $23,368 
Current portion of 
notes payable ............... 2,686 2,000 
$34,862 $25,918 


— 


The Company had available domestic seasonal bank 
credit lines of approximately $64,000,000 and $49,000,000 
at June 30, 1981 and 1980. For $40,000,000 of the 
June 30, 1981 lines, the interest rate is negotiated at the 
time of borrowing. The rate is generally understood to be 
no more than the floating prime rate of the lending bank. 
The interest rate on the remaining lines is the floating 
prime rate. Interest on all the borrowings is payable at 
maturity. With respect to approximately $54,000,000 of 
these lines, the Company is expected to maintain com- 
pensating balances of a certain percentage of the sea- 
sonal line of credit plus a certain percentage of the 
amount actually borrowed. The compensating balance 
percentages for the lines totaling $54,000,000 were 
$33,000,000 at 10% + 10%, $3,000,000 at 10% +0%, 
$15,000,000 at 7%+0% and $3,000,000 at 5%+5%. 
There were no compensating balances required on the 
remaining lines of $10,000,000. Compensating balances, 
when required, are not legally restricted. For the year just 
ended there were instances where part or all of the 
requirements for compensating balances were waived. At 
June 30, 1981 and 1980, the Company had no domestic 
seasonal borrowings outstanding. 

In August 1981 the Company reduced its domestic 
seasonal lines by $31,500,000. This freed more than 
$3,000,000 of compensating balances for productive use. 
Balance requirements on certain other lines were reduced 
from 10% + 10% to 2.5% + 2.5%. 

The monthly weighted average of domestic seasonal 
loans outstanding during 1981 and 1980:was approxi- 
mately $14,000,000 and $12,900,000, respectively. 
Weighted average interest rates, based on interest costs 
incurred, were 14.8% in 1981 and 13.1% in 1980. The 
maximum amount outstanding at any month end during 
1981 and 1980 was $55,000,000 and $43,250,000, 
respectively. 

The Company's short-term bank indebtedness relat- 
ing to foreign operations is primarily unsecured borrow- 
ings on overdraft and other short-term lines, some of 





which provide for foreign acceptances. Short-term foreign 
lines of credit were approximately $111,800,000 ait the 
end of 1981 and $100,800,000 at the end of 1980. No 
compensating balances are required. The weighted aver- 
age interest rate on amounts outstanding was 15.1% at 
the end of 1981 and 13.3% at the end of 1980. Average 
monthly foreign short-term bank borrowings were approx- 
imately $27,700,000 in 1981 and $17,200,000 in 1980. 
The weighted average interest rates, based on interest 
costs incurred, were 12.6% in 1981 and 13.1% in 1980. 
The maximum amount of such borrowings outstanding at 
any month end during fiscal 1981 and 1980 was 
$32 237,000 and $23,368,000, respectively. 

Management constantly reviews indebtedness levels 
to determine whether cash flow from operations should be 
used to reduce borrowings. Certain factors are of partic- 
ular importance in determining levels for foreign indebt- 
edness. Borrowings are often made in a specific foreign 
currency to protect the Company from translation losses 
on an equivalent amount of similarly denominated assets. 
These losses can occur when a country’s currency weak- 
ens in relation to the U.S. dollar. If the interest rate on a 
foreign borrowing is lower than the yield that could be 
earned on funds invested in other currencies, it would be 
prudent to not reduce such a borrowing. However, the rel- 
ative strength of the currency in which the debt and invest- 
ment are denominated must be considered in evaluating 
such a situation. Based on a review of these factors, man- 
agement determined it was more beneficial to maintain 
certain foreign indebtedness levels throughout fiscal 1981 
than to reduce these borrowings. Exchange controls, gov- 
ernmental regulations or other considerations sometimes 
prevent repayment of foreign debt even though other fac- 
tors would make repayment desirable. 

Accounts payable are primarily amounts owed for 
merchandise. Included in this account are amounts out- 
standing under jetters of credit and banker’s acceptance 
lines of credit. These lines are used to procure and 
finance goods imported from the Orient. Because the 
banker's acceptance is a negotiable instrument that can 





37 


be sold by the bank to outside investors, the cost to the 
Company approximates current short-term money market 
rates. Thus, the costs of financing by this method were, in 
many instances, less than the prevailing cost of conven- 
tional bank loans in 1981 and 1980. Due to the volume of 
imports from the Orient, the Company is abie to utilize 
banker's acceptances to finance most of its domestic 
inventory buildup in seasonal periods if it desires. 

The Company's letters of credit and acceptance lines 
of credit were approximately $288,500,000 at June 30, 
1981 and $248 500,000 at June 30, 1980. There were no 
acceptances outstanding at the end of fiscal 1981 or 1980. 
The weighted average of domestic banker's acceptances 
outstanding during fiscal 1981 and 1980 was $16,300,000 
and $16,500,000, respectively. In 1981 the weighted 
average interest rate, based on interest costs incurred 
was 13.2%. In 1980 the rate was 13.1%. Maximum 
amounts outstanding at any month end in fiscal 1981 and 
1980 were $61,427,000 and $63,824,000, respectively. 
No compensating balances are required under these 
acceptance lines. Letters of credit open against outstand- 
ing purchase orders were approximately $101,500,000 at 
June 30, 1981 and $105,300,000 at June 30, 1980. 

Income taxes payable were $47,152,000 at June 30, 
1981 and $24,703,000 at June 30, 1980. The sizable year- 
to-year increase in taxes payable reflects the growth of 
the Company's taxable income. The Company makes 
quarterly federai income tax deposits based on the prior 
fiscal year’s income. In a year in which taxable income 
increases significantly over the prior year’s income, the 
total of the quarteriy estimates is less than the final 
amounts payable. 

Accrued expenses include amounts owed in the nor- 
mal course of operations for payroll costs, property taxes, 
rent and other expenses. Accrued payroll and bonuses 
were $42,533,000 at June 30, 1981 and $32,271,000 at 
June 30, 1980. 


Innovative products from Radio Shack include our new (I to 1): crystal 
controlled Weatheradio®, Chronodate @ -229 digital clock-calendar 
radio, talking VoxClock @ cube and Chronomatic®-216 portable 
AM/FM clock radio. 
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Long-Term Debt 





(In thousands) 





Notes payable with interest rates ranging from 


6% to 23% at June 30, 1981 and 1980 ................ 


Less portion due within one year 


included in current notes payable ...............-....-. 


Subordinated debentures: 


10% CUE 1991 6c di bn bh oh awh bee bow we bhee bbe b da SEES 
10% due 1994, less unamortized discount of $8,085,000 
and $8,292,000, respectively ...................00.. 


62% convertible subordinated debentures due 2003 ...... 


June 30, 

1981 1980 
Ubhe ood nue pean deen $ 6,589 $ 9,073 
eid pans oo atest oe ee (2,686) (2,550) 

$ 3,903 $ 6,523 
hd Bae baa hee aeons $ 98,082 $ 98,082 
ne edna Gn a tes 24,346 24,139 

122,428 $122,221 
et Peer eee Pree eee Sere $ — $ 99,954 


Maturities of the $6,589,000 of notes payable at June 30, 1981 are: 


1982 1983 1984 
$2,686,000 $1,447,000 $337,000 


The $100,000,000 issue of 612% convertible subor- 
dinated debentures due 2003 was called for redemption 
on September 10, 1980. The debentures were convertible 
into common stock at $7.25 per share (adjusted for the 
two-for-one stocks splits in fiscal 1981). The redemption 
price was 106.16% of face value, plus accrued interest 
from June 30, 1980 to the redemption date. Essentially all 
of the debentures were converted into common stock 
because the price of the stock prior to the redemption date 
was such that conversion was more attractive to the bond- 
holders than redemption. 

In December 1976 the Company issued $98,039,000 
of 10% subordinated debentures due 1991 for 19,607,800 
shares of common stock (adjusted for the two-for-one 







$141,000 


1985 1986 
$105,000 


1987 and thereafter 
$1,873,000 


stock splits in fiscal 1981 and 1978). The 10% subordi- 
nated debentures due 1994 were issued in fiscal 1975 in 
exchange for 19,504,000 shares (adjusted for the two-for- 
one stock splits in fiscal 1981, 1978 and 1976) of common 
stock. The shares acquired in these exchanges were 
retired. Debt discount of $9,894,000 relating to the deben- 
tures due 1994 was recorded based on an effective inter- 
est rate of 14.25% and Is being amortized over the life of 
the bonds. 

Store managers’ deposits are cash deposits from 
certain classes of store managers. Unlike regular store 
managers, these managers operate company-owned 
stores under written contracts which incorporate a differ- 
ent method of compensation. 


Our fast-growing line of telephones and accessories include (from 
left}: DUOFONE® TAD-112 and ultra-sophisticated DUoFONE TAD-150 
telephone answerers and ET-250 Slim-Fone. 


Employee investment Plans 


The Company has stock purchase and savings plans. 
The Company's contributions to these plans were 
$11,565,000 in 1981, $8,091,000 in 1980 and $7,258,000 
in 1979. 

The employee investment plan is available to most 
employees who have been employed two years. An 
employee who elects to join the plan can contribute either 
5% or 10% of annual compensation. The Company 
matches 80% of the employee's first 5% contribution. The 
Company's contributions are fully vested upon payment to 
the trustee. An administrative committee appointed by the 
Company's Board of Directors invests the plan's assets. 
A substantial majority of the plan’s assets are invested in 
Tandy Corporation stock and debentures. Upon retire- 
ment, death or termination of employment, the value of an 
employee's account Is paid out (i) in a jump sum in cash, 
(ii} in monthly instaliments over a period not exceeding ten 
years,{iii) in the form of an annuity contract of not less than 
two years nor more than 15 years or (iv) in a lump sum 
payment in a combination of cash and Securities owned 
by the plan. 

The Company also has a stock purchase program 
available to most employees. Each participant may con- 
tribute 1% to 10% of annual compensation. The Company 
matches 40%, 60% or 80% of the employee's contribution 
depending on the length of the employee's participation in 
the program. The Company periodically purchases treas- 
ury stock on the open market and then sells the number 
of shares required by the program each month at a price 
equal to the average of the daily closing prices for that 
month. The stock purchased by each participant is distrib- 
uted annually after the close of the program's year, 
December 31. In the event treasury shares are not avail- 
able, authorized but unissued shares can be used. How- 
ever, to date the Company has always funded the pro- 
gram with open market purchases and it is the present 
intention of management to continue this procedure. 


39 

















Number Total Average 
(In thousands, except of Purchase or Price 
per share amounts) Shares Sales Price Per Share 
Purchases by 
Company 
1980 .......... 1,975 $13,336 $6.75 
1979 ......0... 1,246 6,849 5.50 
VOP TD wee nds 1,380 5,295 3.84 
4,601 $25,480 5.54 
Sales to Program 
TIO. 2aoaneeade 1,036 $21,077 $20.34 
1960. ssw evecne 3 2,312 15.633 6.85 
1979 .......... 2,104 12,954 6.16 
19S: 264iabeei< 290e 10,000 3.92 
1977 and pkindtee 2,064 8,632 4.18 
10,068 $68,496 6.80 





Note: The purchase price and related per share price have been 
adjusted to reflect the two-for-one stock splits in May 1981 and 
December 1980 in which treasury shares were not split. The cost 
of the stock held in treasury at the time of each stock split was 
adjusted by dividing the cost in half. Also, the number of shares 
sold to the program and the related price per share have been 
adjusted to reflect the two-for-ane stock splits in May 1981, 
December 1980 and June 1978. 


Litigation 

There are various claims, lawsuits, investigations and 
pending actions involving allegations of negligence, prod- 
uct defects, discrimination, patent infringement, tax defi- 
ciencies and breach of contracts against the Company 
and its subsidiaries incident to the operation of its busi- 
ness. The liability, if any, associated with these matters is 
not determinable at June 30, 1981. While certain of the 
lawsuits involve substantial amounts, it is the opinion of 
management that the ultimate resolution of such litigation 
will not have a material adverse effect on the Company’s 
financial position or the results of operations. 


Tandy Employee Investment Plan 


Unit Value at June 30 (Unaudited) 
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Consolidated Statements of Changes in Financial Position 


Tandy Corporation and Subsidiaries 
(In thousands) 


1981 
Financial Resources Were Provided By: 
INEOME TOM CONUNUINGODEVANONS: 2200294: aneun 40 be885 4504448) 40004428 bed ben de OE OSS eRa ew SS $169,602 
Items in income not affecting working capital: 

Depreciation andamonZanOn 6 os 6 ae ee ted Sake Hee ee Pen be netic RL aees ded eeR a ede anes eed 23,288 
OINE! 4 ticeu pavaes Gee sete eee aed hae cle Ae soot Mea be eee ee neee oy oe eee tea ane 7,637 
Working capital provided by continuing operations ........ 0.0... eee ee eee 200,527 
Conversion of 642% convertible subordinated debentures into common stock ..............-.. 045. 98,552 
Issuance of convertible subordinated debentures .... 0.2.0.0... eens — 
Proceeds tram IOng-AGtn DONOWINGS? ais2400 ones Voge er Secee ivan ageeedeeesiwk awe darddtoutwa aw mena 903 
Sale of Dillard Department Stores, Inc. common stock, nefofgainonsale ...................-..-5. — 
Sale of Kimbell, Inc. common stock 2.0.0.0 00 ce ete ete e net nee = 
Issuance of 10% subordinated debentures in exchange for common stock ...................2.0005 — 
Sale of treasury stock to Tandy Corporation Employee Stock Purchase Program ................-... 21,077 
321,059 
Financial Resources Were Used For: 
Additions to property and equipment, net of retirements ......... 20.00.00. eee 48,494 
Reductions of Opole Geb. .<tycvsvacwss cuatsuwor tees elo eGewndewhawhvedae Chee eee eres sas 3,523 
Decrease in 62% convertible subordinated debentures ......... 20.000. ec ene 99,954 
Purchase of common stock related to tender offer 260... eee — 
PUrChaSeOl easly SIOCK: sidenote a came onan ems Hein ce aime he dwar ae ee yee enbias bee den ook — 
Retirement of common stock in exchange for subordinated debentures .............. 0... ...00 2005. ~ 
Long-term receivables related to computer leasing ......... 0.0.0... 0 0c eee eee 7,253 
OMG EL tute 2.6 ie eee b4c ee as eh waegs veg ate gts eens) ton ae bie aeeeretees aes eat 18,750 
177,974 
Increase in Working Capital of Continuing Operations ................. 0.2.00... cece ee 143,085 
Working capita) provided (used) by discontinued operations ...... 0.0.0... eee — 
Working capital provided (used) by operations spun off .... 0.0 kk ees — 
Increase in Working Capital ©0000 02. cc een e ent eens $143,085 
increases (Decreases) in Working Capital: 
Cash and Short-term INVEStIMenS: 62.0. v.0s dees eeedadddeerye sees ernaee deeheee eee Beek axdad oe ut $ 85,629 
Accounts and notes receivable, net... 0.0.00. ence nee eee b eee e en ennas 16,363 
WAVERNONES. atic odie Sau. ane Wane naccet wn ncvae oy eee utee aan ae care eee oe be ha omen ee ee Oe 78,549 
@ glelge diclel ec. 2: ee a ee ee ee ee ee ee eres eee (2,393) 
Short-term debt, including current portion of long-term debt .... 6.2. (8,944) 
PCCOUNISDAVAUIC? a:..¢5ccnchisende cede ues uasdeeie seed ada deade sans tye oie ee eeedes ees eee hae 4,366 
ACCnICd BXPCNSeS:2usencyars ei anee iste een ee cn dca eneulunaeseaue he ateigaedayeeencext (8,036) 
INCOME TAKES DAVADIC xo cian ccd axe ease n scat pd be HRS Re bus eaaeh ewes saGA<aduesngedd etabuee bass (22,449) 
Increase in Working Capital 6.000 cece eens $143,085 


The Review of Operatians and Financial Information, pages 16 to 44, is an integral part of these statements. 








1980 1979 1978 
$112,235 $ 83,229 $ 66,146 
19,110 17,121 13,879 
(536) 5772 3,437 
130,809 104,122 83,462 
= 98,875 = 
= 5,081 110,000 
= 7,808 = 
-_ = 8,558 
15,833 12,954 10,000 
146,642 228,840 212,020 
31,063 26,579 50,357 
2,165 111,750 3,208 
= os 101,487 
53,342 27,396 a 
3,070 = =e 
4,508 776 895 
94,148 166,501 155,947 
52,494 62,339 56,073 
$ 52,494 $ 62,339 $ 56,073 
$ 18,744 $ 1,843 $ 14,848 
9,884 5,206 3,553 
53,511 48,584 32,786 
1219 (1,562) (2,400) 
4.274 15,775 9,706 
(24,536) 15,543 (1,965) 
(6,827) (9,958) (2,449) 
(10,772) (13,092) 1,994 
$ 52,494 $ 62,339 $ 56,073 


Year Ended June 30, 


1977 


$ 71,813 


11,140 


3,572 


86,531 


98,039 


8,632 
193,202 


41,518 
4,130 


21,180 
98,039 


(5,114) 
159,753 


33,449 
5,084 


$ 38,533 


$ (23,354) 


(2,360) 
66,895 
9,018 
(20,001) 
(14,725) 
(4,727) 
27,787 


> oo,0a0 
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1976 1975 1974 1973 
$ 64,281 $28,622 $21,861 $15,665 
8,034 7,392 5,461 4,161 
2.936 (159) (121) 497 
75,251 35,855 27,201 20,323 
= 5,000 29,553 71,161 
= 25,443 _ = 
___ 7,343 ___ 655 = — 
82,594 66,953 56,754 91,484 
26,420 13,651 10,216 23,015 
49,571 26,432 21,108 31,284 
5,306 6,044 42,028 2.545 
-_ 25,443 = = 
__ (6,441) _ (4,987) (3,410) (5,158) 
74,856 66,583 39,942 51,686 
7,738 370 16,812 39,798 
= (560) (10,422) (631) 
(4,916) 13,208 310 (9,715) 
2,822 $13,018 $ 6,700 $29,452 
11,625 $ (4,247) $ 1,773 $ 7,504 
(1,096) (1,758) 2,766 (4,184) 
50,350 25,540 22505 30,670 
2,842 1,273 997 851 
(15,243) (5,714) (5,113) (268) 
(11,345) 1,241 (4,752) (3,047) 
(15,914) (1,754) (2,764) (3,672) 
_(18,397) (1,563) (8,712) 1,598 
$ 2,822 $13,018 $ 6,700 $29,452 
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Sources and Uses of Working Capital 


Working capital provided by operations was 
$200,527,000 for 1981 compared to $130,809,000 in 1980 
—a 53% increase. The strong growth pattern of net 
income has produced this expanded source of working 
capital. The current ratio (current assets + current liabili- 
ties) was 3.48 to 1 in fiscal 1981 compared to 3.15 to 1 in 
1980. Working capital provided by operations nas 
increased almost ten-fold from the 1973 level of 
$20,323,000. 

The largest use of working capital in fiscal 1981 was 
for capital expenditures. Fixed asset additions, net of 
retirements were $48,494,000 in fiscal 1981, $31,063,000 
in 1980 and $26,579,000 in 1979. Almost all of the Com- 
pany’s retail operations are in leased facilities. Therefore, 
most of the Company's capital outlays are for store fix- 
tures and leasehold improvements. The average cost of 


leasehold improvements, store fixtures and signs for a 
company-owned store opened in the United States in fis- 
cal 1981 was approximately $43,100. Escalating construc- 
tion costs and expanded display systems have raised the 
average cost of fixtures and leasehold improvements for 
new stores from $18,000 in fiscal 1978 to $35,300 in 1980 
and $43,100 in 1981. Fixed asset costs for new Computer 
Centers are not significantly different from the expendi- 
tures for regular Radio Shack stores. There were 388 
company-owned stores opened during fiscal 1981, 306 in 
1980 and 154 in 1979. Store expansion plans for fiscal 
1982 are discussed on pages 5 and 6. The Company 
expects capital expenditures by operating areas to be 
similar to the pattern of the last two years with primary 
emphasis on store remodeling and expansion. 


Property and Equipment 





(In thousands) 


Year Ended June 30, 1981 
Consumer electronics operations: 
BAI ce sad Sie ah hen ay Asai Aceh aa gee aed dee ae ks 
BUGS: 6h id bb ot qe kbds Wed aie based mud ae 
Furniture, fixtures and equipment .........0.... 00.000. c eee 
Leasehold improvements .......... 000.002 cee eee 


Tandy Center: 
MSI: tre, 2 St wah tet deck eat etek eect ee a tai eee keene ee het 
Buildings and other 2.0... tenes 


Year Ended June 30, 1980 
Consumer electronics operations: 
MEIN aot 2 Bc hg 5 oe etary See ended aa ani ete tie asthe fad atch ar mint 
BUIGINGS: i teccdereed faye dee Vents ee bh edd ea nd Sate 
Furniture, fixtures and equipment .......................00. 
Leasehold tmprovementS ........... 000000. eee 


Tandy Center: 
ANG) Sondndee Mine dud eth ee ee andi Gee hares 


Year Ended June 30, 1979 
Consumer electronics operations: 
ME Cech ce eterna eats ee ae tineeaban Gateee nite 4 atta cies ate es noes eaten 
210i) fellas (are een ee ee er a ree eer ee eee ee ee 
Furntture, fixtures and equipment .............. 0.0.00 .0000. 
Leasehold improvements .........0.0.0 0.00.00 c eee ee eee 


Tandy Center: 
LANG: x 2h) he Scaled on Sa aviee mae tea Bd tndnbetteehtdeedebdeace 44 








































































































Balance at 
Beginning Additions Retirements Balance at 
of Period at Cost and Sales Other End of Period 
$ 2,985 $ 134 $ (40) 5 — $ 3,079 
18,006 2,192 (55) 20,143 
93,543 24,958 (4,826) 113,675 
49,912 21,982 (980) _ 70,914 
164,446 49,266 (5,901) — 207,811 
8,256 355 — — 8,611 
67,123 1,136 (87) — 68,172 
75,379 1,491 (87) — 76,783 
$239,825 $50,757 $(5,988) $— $284,594 
$ 2,985 $ 234 & (13) $ (221) $ 2,985 
18,254 Tor (554) (431) 18,006 
79,320 17,912 (3,686) (3) 93,543 
40,144 12,134 (1,710) (656) 49,912 
140,703 31,017 (5,963) (1,311) 164,446 
10,461 890 — (3,095) 8,256 
65,484 1,721 (82) — 67,123 
75,945 2oll (82) (3,095) 75,379 
$216,648 $33,628 $(6,045) $(4,406) $239,825 
$ 2,957 $ 225 $ (197) $ — $ 2,985 
16,455 1,851 (52) — 18,254 
70,759 12,904 (4,343) —_ 79,320 
34,656 6,456 (968) — 40,144 
124,827 21,436 (5,560) — 140,703 
8,520 443 — 1,498 10,461 
62,001 7,613 (1,799) (2,331) 65,484 
70,521 8,056 (1,799) (833) 75,945 
$195,348 $29,492 $(7 359) % (833) $216,648 
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Capital Expenditures by Operating Areas 





Year Ended June 30, 





(In thousands) 1981 1980 1979 1978 1977 
SIGlES os vccaciouh okeGa sad ehidcndteiadeeed eles wht &o $34,013 $20,716 $12,222 $10,217 $12,006 
Ma RUACINNING 30:20 fete eens tee nGs codes oes 8,460 5,294 4 248 4,295 4,736 
WarehouSe ......0. 00. eee 451 470 1,402 5,034 1,181 
Ct ale renee deen seas dessdn cedise ancelonat 6,342 4,537 3,564 3,428 5,282 
49,266 31,017 21,436 22,974 23,205 

TahGy CMe 22.cccceeeeeadetadeenbagahresdysawees 1,491 2,611 8,056 29,805 19,829 
Net retirements 200.000.0000 cee (2,263) (2,565) (2,913) (2,422) (1,516) 





$48,494 $31,063 $26,579 $50,357 $41,518 


Accumulated Depreciation 

































































Balance at 
Beginning Depreciation Retirements Balance at 
(In thousands) of Period Expense and Sales Other End of Period 
Year Ended June 30, 1981 
Consumer electronics operations: 
EROS acs 'ectern ah ane aches ees a edie tase whence eae eae $ 2,594 $ 630 $ (41) $— $ 3,183 
Furniture, fixtures and equipment ............... 0.0.00 eee 45,286 13,700 (2,956) — 56,030 
Leasehold improvements .. 0.20.00... 000000. eee 20,926 6,170 (706) — 26,390 
68,806 20,500 (3,703) — 85,603 
Tandy Center: 
BUNGINGS ANG DIES ccacicnniakdad ade ines eurdspecene ble 5,879 2,705 (22) — 8,562 
$74,685 $23,205 $(3,725) $— $94,165 
Year Ended June 30, 1980 
Consumer electronics operations: 
BUNGINGS = 232 vataudadasbhy eis honed ga bites bbbte bear $ 2,660 $ 594 $ (235) $(425) $ 2,594 
Furniture, fixtures and equipment .............0.......0 005. 35,798 11,429 (1,939) {2) 45 286 
Leasehold improvements .......0.0. 0.0.0.0 00 cee cea 18,225 4,427 (1,305) (421) 20,926 
56,683 16,450 (3,479) (848) 68,806 
Tandy Center: 
BUCINS ane OUNE 2.264424 5d o5o8 died boned bedend hd 3,295 2,585 (1) — 5,879 
$59,978 $19,035 $(3,480) $(848) $74,685 
Year Ended June 30, 1979 
Consumer electronics operations: 
BUNQNOS  xccdcaat ens ewarteaetia pelhdatin pee eee es $2,112 $ 583 $ (35) $— $ 2,660 
Furniture, fixtures and equipment ....................0005. 28,280 9,892 (2,374) —- 35,798 
Leasehold improvements ......0.0.0 0... 0000. eee 15,043 3,911 (729) — 18,225 
45,435 14,386 (3,138) _— 56,683 
Tandy Center: 
BUNCINGS ANE GIIEE pccct nadde ehwGik ee eee Maden age ekueess 2,838 2,598 (1,308) (833) 3,295 
$48,273 $16,984 $(4,446) $(833) $59,978 











| 

















Note: In fiscal 1980 the Company transferred land and fixed assets to certain real estate joint ventures. The cost of these assets and the related accu- 
mulated depreciation are shown in the “Other” column. Also included in “Other” in fiscal 1979 is a transfer to land of the cost, net of accumulated 
depreciation, of buildings that were demolished. 
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Working Capital Provided by Operations 


(In millions of dollars) 

























































































1877 


1978 


Between the end of fiscal 1980 and 1981 short-term 
investments increased $87,421,000. With interest rates at 
high levels during the year, it was possible to invest a siz- 
able portion of the Company's cash flow in short-term 
investments that provided suitable returns. Cash flow 
from operations was also invested in inventories. This 
merchandise was used by the Company to expand sales 
at a time when some retailers found it difficult to absorb 
the costs of carrying inventories during a period of high 
interest rates. The average investment in inventories for 
new Radio Shack-U_S. stores increased from $39,200 in 
1980 to $45,400 in 1981. Initial inventories for new Radio 
Shack Computer Centers in the U.S. averaged more than 
$100,000. The warehouse inventories required to support 
the growing store system are not included in these esti- 
mates. Higher merchandise costs, the addition of tele- 
phone, television and computer equipment to the product 
line and an increase in store inventory allowables raised 
the average of store inventories. As sales and the store 
system have increased, inventories required to support 
this growth have increased similarly. 

During fiscal 1981 the 64% convertible debentures 
were called for redemption. More than $98,000,000, or 
esseniially all of the debentures, were converted into com- 
mon stock. This transaction is shown in the Statement of 
Changes in Financial Position as a source and a use of 
funds and therefore had only a nominal effect on working 
capital. The Company’s long-term borrowing capability 
has been enhanced by the improvement of the overall 
long-term debt-to-equity ratio. This ratio was .86 to 1 at 











1979 











1980 1981 


June 30, 1980 and improved to .26 to 1 at June 30, 1981. 
Essentially all of the Company's outstanding funded long- 
term debt is subordinated, a positive factor in negotiating 
interest rates and availability of funds if the Company 
should need senior borrowings. No significant long-term 
debt reductions are required until 1991. The financial 
strength of the Company, based on historical and current 
operations and balance sheets, is such that management 
is confident adequate funds could be raised in the long- 
term debt market at competitive rates if necessary. How- 
ever, the Company has no immediate plans for any long- 
term financing — debt or equity. 

At June 30, 1981 the Company had available domes- 
tic seasonal bank credit and acceptance lines of approxi- 
mately $350,000,000, but no borrowings were outstand- 
ing on these lines. The Company reduced these lines by 
$31,500,000 subsequent to June 30. In addition, foreign 
lines of credit exceeded $110,000,000 at year end with 
less than $33,000,000 outstanding at that time. Manage- 
ment believes the Company’s short-term credit lines can 
be expanded as needed. A more complete outline of the 
Company's year-end borrowings is detailed in the discus- 
sion of the Balance Sheet. The Financial Performance, 
Goals and Objectives on pages 14 and 15 addresses 
management's philosophy on how the Company's finan- 
cial framework should be structured to achieve the best 
results for the stockholders. Tandy has been able to con- 
tinue its growth during a difficult economic period primarily 
because of the stream of working capital provided by 
strong sales gains. 
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